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THE  THEORY   OF  BUSINESS  PROFITS. 

President  Walker  invites  criticism  of  his  theory  of 
business  profits,*  and,  presumably,  of  the  theory  of  wages 
it  is  designed  to  supplement.  Responding  to  the  invita- 
tion, I  wish  to  present  some  reasons  why,  in  my  opinion, 
both  theories  must  be  rejected  as  untenable.  As  Pro- 
fessor Alfred  Marshall  has  expressed  a  general  agreement 
with  Mr.  Walker,  I  shall  take  the  liberty  of  examining, 
in  conjunction  with  Mr.  Walker's  views,  several  passages 
of  Economics  of  Industry  bearing  on  these  subjects. 

The  mode  by  which  Mr.  Walker  seeks  to  maintain  his 
theory  of  the  manager's  earnings  is  certainly  marked 
by  great  ingenuity.  Much  that  he  says  is  undoubtedly 
sound  and  just.  In  large  part,  it  is  a  contention  that 
high  business  capacity  is  a  rare  gift,  and  that  the  pos- 
sessors of  this  gift,  being  able  to  perform  highly  useful 
service  in  production,  are  able  also  to  obtain  large  re- 
wards for  their  labor.     This  would  be  to  apply  to  busi- 

*  See  Quarterly  Journal  qf  Economics,  April,  1887,  p.  288. 
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ness  management  the  familiar  law  of  monopoly  wages, 
coupled  with  the  principle  that  the  highest  success  in 
every  calling  is  due  to  something  in  the  nature  of  a  per- 
sonal monopoly,  as  against  the  general  body  of  competi- 
tors in  the  same  business.  If  this  had  been  all,  the 
adherents  of  the  old  views  would  find  little  ground  for 
criticism.  Here,  if  anywhere,  they  might  be  expected 
to  agree  with  Mr.  Walker;  for  here  certainly  is  a  case 
of  wages  depending  on  production  and  a  case  of  labor 
rewarded  out  of  product  rather  than  out  of  previous  sav- 
ings. But  the  agreement,  I  am  sorry  to  say,  must  be  a 
qualified  one,  extending  not  much  beyond  the  fact  that 
the  employer's  personal  wages  are,  by  as  much  as  they 
exceed  ordinary  wages,  the  result  of  monopoly.  As  to 
the  elements  that  constitute  the  monopoly,  Mr  Walker's 
theory  will  hardly  win  general  acceptance.  His  view  is 
that  the  dearth  of  natural  ability  is  everything,  or  so 
nearly  everything  that  the  other  elements  may  safely  be 
neglected.  He  argues  as  if  the  born  manager,  on  coming 
of  age,  had  only  to  whistle  the  proper  note,  in  order  to 
have  all  the  requisites  of  production  laid  at  his  feet.  On 
this  point,  I  can  but  think  that  the  general  verdict  wUl 
be  more  nearly  in  agreement  with  Professor  Marshall,  in 
holding  that  the  necessity  of  having  capital  and  training 
is  a  much  more  influential  element  in  constituting  the 
monopoly  than  the  lack  of  men  with  the  requisite  talent.* 
For  myself,  I  think  the  "  captain  of  industry,"  now  that 
he  has  found  recognition,  is  in  some  danger  of  getting 
overdone.  I  cannot  forget  that,  for  all  but  the  highly 
gregarious  industries, —  which,  after  all,  do  but  a  small  part 
of  the  world's  production, —  this  splendid  captain  is  and 
must  remain  a  rather  mythical  personage.  I  rejoice  to 
think  that,  for  the  most  part,  the  business  of  production, 
even  in  some  gregarious  industries,  can  be  very  well  man- 

*  Journal  of  Economics,  July,  1887.  I  understand  thus  Mr.  Manhall^B 
remark  that,  at  a  rou^rh  sr^ess,  he  should  attribute  a  tenth  part  of  the  extra 
gains  of  the  successful  business  man  to  rent  of  special  ability. 
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aged  by  men  who  have  average  ability,  plenty  of  common 
sense,  the  requisite  training,  and  suiBScient  energy  to  de- 
vote themselves  unflaggingly  to  the  work.  Not  at  all 
because  I  wish  to  disparage  the  great  captain,  but  because 
I  think  the  service  he  does  for  society  consists  mainly  in 
the  example  he  sets  of  improved  organization  of  labor. 
The  world  needs  inventors  there  as  in  other  things. 
When  the  best  mode  of  conducting  the  business  is  demon- 
strated, a  lower  grade  of  talent  may  well  enough  suflBce 
for  safe  and  successful  management. 

It  is  probable  that  there  are  thousands  of  men  born 
with  all  the  natural  gifts  required  for  successful  manage- 
ment, who  nevertheless  fail  to  get  control  of  business 
enterprises,  solely  for  lack  of  the  necessary  training  and 
capital.  Both  of  these  are  extremely  hard  to  get.  There 
is  no  training  school  for  business  men  but  actual  business. 
A  man  who  has  no  capital  cannot  even  try  the  experiment 
of  business  in  a  small  way,  in  order  to  prove  his  ability. 
He  cannot  ask  men  of  capital  to  put  him  in  charge  of  their 
business  until  he  has  had  training  and  has  proved  his 
capacity  and,  I  will  add,  his  honesty.  He  cannot  borrow, 
because  he  has  no  security  to  offer  for  the  repayment 
of  the  loan.  The  only  course  open  to  him  in  most  cases 
is  to  work  hard  and  save  hard  until  he  can  command  capi- 
tal of  his  own.  This  is  an  ordeal  that  natural  ability  for 
management  on  the  large  scale  does  not  help  men  to  face 
successfully.  It  demands  rather  plodding  patience  and 
severe  self-denial.  Even  with  these,  the  chances  are 
heavily  against  great  success.  Partly  by  sustained  exer- 
tions, partly  by  good  luck,  the  man  who  begins  life 
without  means  or  backing  does  sometimes  climb  to  the 
control  of  large  enterprises ;  but  this,  I  fear,  is  the  happy 
event  that  comes  only  to  few.  We  hear  much  of  these 
few,  but  the  history  of  those  who  fall  by  the  way  is  not 
written.  This  is  my  opinion  —  I  admit  it  is  only  an 
opinion  —  as  to  the  character  of  the  business  man's  mo- 
nopoly. 
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As  to  the  mode  by  which  this  monopoly  brings  its  spe- 
cial gains  to  those  who  hold  it,  there  will  be,  I  think,  a 
very  decided  rejection  of  nearly  all  the  reasoning  that  Mr. 
Walker  urges  in  behalf  of  his  theory  of  business  earnings. 
Let  us,  in  the  first  place,  consider  the  proposition  that  the 
"no-profits"  employer  regulates  the  price  of  each  com- 
modity, on  the  same  principle  as  that  on  which  no-rent 
lands  regulate  the  price  of  wheat.  One  naturally  asks 
why  the  no-profits  employer  should  have  this  function, 
seeing  that  there  are  always  in  every  business,  as  Mr. 
Walker  himself  tells  us,  some  employers  who  are  not  only 
making  no  profits,  but  are  making  losses.  The  products 
of  these  losing  employers  are  continually  in  the  market. 
Why  should  they  not  regulate  the  price,  rather  than  the 
products  of  employers  who  are  doing  indefinitely  better? 
In  the  case  of  land,  we  take  the  poorest  in  steady  use  as 
the  regulator  of  price.  If  we  are  to  have  the  same  rule 
as  regards  employei^s  also,  let  us  have  it,  and  take  the 
least  efficient  employers  as  the  regulators  of  prices.  Mr. 
Walker  seems  to  me  to  shrink  from  applying  the  principle 
he  announces.  What  should  we  think  of  Ricardo,  if,  in 
developing  his  theory  of  rent,  he  had  "thrown  out  of 
account"  several  of  the  poorest  grades  of  land  in  con- 
stant use,  in  order  to  find  the  basis  for  prices  and  rent  ? 

But,  even  if  the  lowest  in  the  scale  be  taken,  we  come 
upon  great  difficulties  in  the  application  of  the  principle. 
How  is  it  to  apply  in  the  case  of  the  extractive  industries, 
such  as  farming  and  mining?  We  should  have,  according 
to  this  new  doctrine,  two  descending  scales  of  produc- 
tiveness, one  due  to  differences  in  the  natural  agents,  the 
other  due  to  the  varying  capacity  of  employers.  Both  of 
these  (the  foot  of  the  scale  in  each  case)  are  supposed  to 
be  operative  in  determining  the  price.  The  cost  of  pro- 
duction of  that  part  of  the  supply  which  is  produced  at 
the  greatest  disadvantage  settles  the  price  of  the  whole. 
But  what  part,  on  this  theory,  is  produced  at  the  greatest 
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disadyantage  ?  Unless,  by  happy  chance,  the  lower  end 
of  the  one  scale  coincides  with  the  lower  end  of  the  other, 
unless  the  least  efficient  employers  have  the  least  produc- 
tive lands,  we  lose  our  regulator  of  price  and  our  base  for 
reckoning  rent.  If  the  least  efficient  employers  should 
happen  to  have  farms  and  mines  somewhat  above  the  poor- 
est, the  consequences  would  be  extremely  awkward.  The 
poverty  of  the  poorest  lands  might  be  counterbalanced,  to 
an  indefinite  extent,  by  the  superior  business  capacity  of 
those  tilling  them ;  and  the  inferior  business  capacity  of 
the  least  capable  farmers  would  be  offset  by  the  natural 
advantages  of  their  land.  If  each  of  these  is  to  operate  in 
fixing  the  price,  how  are  they  to  combine  their  effects? 
The  produce  that  comes  under  the  influence  of  the  one 
escapes  the  effects  of  the  other.  Where  shall  we  look,  on 
this  theory,  for  "  that  portion  of  the  supply  which  is  pro- 
duced under  the  greatest  disadvantage"?  Also,  in  this 
case,  how  shall  the  law  of  rent  be  stated  ?  How  is  the 
"  rent  of  ability  "  to  be  distinguished  from  the  rent  of  the 
land  ?  On  these  questions,  Mr.  Walker  gives  us  no  clear 
information.  In  discussing  the  law  of  rent  in  his  general 
treatise,  he  dwells  only  on  differences  of  soil  and  situation, 
as  causing  one  farmer  to  have  larger  returns  than  another. 
Incidentally,  indeed,  in  connection  with  another  subject, 
he  makes  a  remark,  which,  if  taken  literally,  can  only  mean 
that,  in  his  theory,  all  farmers  are  to  be  regarded  as  of  the 
same  grade  of  ability,  and  all  of  the  "  no-profits "  class ! 
Comparing  the  special  gains  of  the  successful  business 
man  with  the  rent  of  land,  he  says, — "  just  as  the  cultiva- 
tor of  soils  of  the  better  class  has  a  surplus  left  in  his 
hands  after  paying  wages  for  labor  and  interest  for  capital 
employed,  which  surplus,  called  rent,  goes  to  the  owner  of 
the  soil."  *  If  it  is  assumed  that  the  whole  surplus  above 
wages  paid  for  labor  and  interest  for  capital  goes  to  the 
landlord,  of  course  that  would  obviate  the  difficulties  I 
have  mentioned :  all  farmers  are  then  of  the  "  no-profits  " 

»  Walker,  Political  Economy,  §  284. 
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grade.  But,  if  that  be  assumed,  what  shall  we  say  of  the 
assumptioD  ? 

Let  us  now  examine  the  grounds  on  which  the  least 
efficient  employers  in  every  industry  are  credited  with  the 
special  function  of  settling  the  price  of  the  product,  as 
the  poorest  natural  agents  do  in  the  extractive  industries. 
In  the  case  of  the  natiiral  agents,  the  reason  is  clear  and 
convincing.  As  poorer  sources  of  supply  have  to  be  re- 
sorted to,  in  the  industries  subject  to  the  law  of  dimin- 
ishing returns,  the  value  of  the  product  rises.  But  this  is 
because,  and  only  because,  other  industries  are  free  from 
the  law  of  diminishing  returns,  ff  all  industries  were 
subject  to  that  law,  neither  value  nor  price  would  be 
affected  by  it,  except  so  far  as  the  decline  of  returns  hap- 
pened to  be  more  or  less  sudden  in  some  industries  than 
in  others.  Wheat,  for  example,  does  not  rise  in  value  as 
compared  with  barley  or  with  dairy  products,  when  in- 
ferior soils  have  to  be  resorted  to ;  nor  does  it  necessarily 
rise  in  value  as  compared  with  coal  or  iron  ore,  since  the 
same  law  of  increasing  cost  is  encountered  in  adding  to 
the  production  of  these  things.  But  it  does  rise  as  com- 
pared with  cloth  or  with  shoes  or  any  other  manufact- 
ured article,  since  in  manufactures  there  is  no  law  of 
diminishing  returns. 

But  the  differing  efficiency  of  employers  is  a  fact  com- 
mon to  all  industries,  and,  by  Mr.  Walker's  own  assump- 
tion, tapers  off  to  the  same  precise  vanishing  point  of  ^^  no 
profits  "  in  all.  How  then,  I  ask,  shall  it  affect  the  value 
or  the  price  of  any  commodity?  If  the  presence  of  the 
"  no-profits  "  employer  tends  to  raise  the  value  of  any  one 
product,  it  must  have  a  precisely  similar  effect  on  the 
value  of  every  other  product.  If  it  makes  the  production 
of  wheat  more  costly,  it  also  makes  the  production  of 
cloth  more  costly  in  the  same  degree.  It  cannot  therefore 
affect  the  exchanging  proportions  of  wheat  and  cloth. 
Neither  can  it  affect  prices  (t.0.,  the  exchanging  propor- 
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tions  of  gold  and  other  things),  since  in  the  production  of 
gold  the  ^^  no-profits  "  employer  is  present,  and  must  be  as 
potent  in  affecting  the  value  of  tiie  product  as  he  is  in 
every  other  case.  In  other  words,  the  presence  of  ineffi- 
cient employers  in  all  industries  has  no  more  to  do  with 
determining  the  prices  of  commodities  than  has  the  pres- 
ence of  dishonest  employers,  or  (if  I  may  be  pardoned  the 
levity)  employers  with  red  hair.  In  saying  this,  I  have 
no  desire  to  question  the  fact  that  important  economic 
results  would  flow  from  a  dearth  of  efficient  business  men. 
I  merely  contend  that  those  results  must  be  sought  for  in 
another  direction  than  that  suggested  by  Mr.  W^ker. 

The  natural  effect  of  incompetence,  and  the  only  direct 
effect,  one  would  suppose,  would  be  small  reward  or  even 
loss  for  the  incompetent  person.  Mr.  Walker  apparently 
asks  us  to  believe  that  the  effect  of  incompetence,  down 
to  the  vanishing  point  of  profits,  spends  its  force  on  the 
income  of  the  employer,  and  beyond  that  point  takes 
effect  on  the  buyer  of  the  product.  Just  why  it  should 
not  spend  its  whole  force  on  the  employer's  revenue, 
changing,  if  need  be,  ^^  no  profits  "  into  losses,  he  does  not 
explain.  What  renders  this  portion  of  Mr.  Walker's 
theory  all  the  more  strange  is  that  he  does  not  steadily 
adhere  to  the  assumption  that  the  presence  of  the  "no- 
profits  "  employers  is  a  necessity  of  business.  At  times, 
he  speaks  as  if  they  simply  forced  themselves,  unneeded 
and  unbidden,  into  the  management  of  business.  He 
cautions  us  against  various  courses  that  tend  to  give  them 
an  opening,  and  against  the  maudlin  sentiment  that  deters 
us  from  casting  them  out  and  punishing  them  whenever, 
by  reason  of  their  financial  embarrassments,  the  chance 
offers  itself.  Why  not  also  caution  the  community  against 
allowing  the  poorer  grades  of  land  to  be  cultivated? 
There  would  seem,  on  his  theory,  to  be  as  good  reason  for 
the  caution  in  the  one  case  as  in  the  other.  If  the  least 
competent  employers  regulate  prices,  then  prices  would  be 
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made  higher  and  not  lower  by  driving  them  out  of  busi- 
ness, just  as  the  price  of  food  would  be  made  higher  and 
not  lower  by  punishing  men  for  cultivating  poor  grades  of 
land.  Mr.  Walker  is  thoroughly  aware  that  it  is  not  open 
to  anybody  to  force  up  the  price  of  food  and  the  rent  of 
land  by  needlessly  bringing  into  cultivation  land  poorer 
than  any  hitherto  in  use.  Why  should  he  argue  as  if  the 
corresponding  feat  were  possible,  when  incompetent  em- 
ployera  **  force  themselves  into  the  control  of  business 
and  maintain  themselves  there  at  the  expense  of  the 
community  "  ? 

Probably  Mr.  Walker  would  admit  that  his  proposi- 
tion as  to  the  source  of  the  earnings  of  successful  busi- 
ness men  must  stand  or  fall  with  his  theory  as  to  the 
price-regulating  function  of  the  "no-profits"  business 
man.  Yet  the  proposition  that  the  successful  business 
man  creates  by  his  own  exertions  the  gain  he  makes  is 
so  plausible,  and  would  be  so  important  if  it  were  true, 
that  we  may  advantageously  consider  it  for  a  few  mo- 
ments by  itself.  I  observe  that  in  Economics  of  Industry 
the  proposition  is  limited  to  strictly  productive  business. 
Mr.  Walker,  on  the  other  hand,  applies  it  to  all  sorts  of 
business  in  which  profits  are  made.  I  believe  that  in 
either  form  the  proposition  is  quite  untenable.  In  the 
mere  statement  of  it  there  is,  it  seems  to  me,  an  attempt 
to  ride  two  horses  that  face  in  opposite  directions.  Pro- 
fessor and  Mrs.  Marshall  tell  us :  — 

If  a  manufacturer  can  improve  the  method  of  carrying  on  his 
business  so  that  the  work  of  four  hundred  men  produces  as  much  as 
that  of  five  hundred  did  previously,  then  he  will  gain  an  addition 
to  his  earnings  of  management  equal  to  the  wages  of  one  hundred 
men.  Thus,  the  earnings  of  management  of  a  manufacturer  repre- 
sent the  value  of  the  addition  which  his  work  makes  to  the  total 
produce  of  capital  and  industry. —  Economics  of  Industry ,  p.  142. 

This,  Mr.  Marshall  tells  us,  is  to  be  understood  in  a 
literal  sense;   and,  so  understood,  Mr.  Walker  adopts  it 
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as  expressing  precisely  the  same  view  he  himself  holds. 
Yet  both  authors  are  very  emphatic  in  maintaining  that 
every  increase  in  the  number  of  capable  business  men 
tends  to  lower  the  earnings  of  management,  Mr.  Walker 
going  so  far  as  to  say  that,  if  the  managers  of  the  best 
grade  were  "  numerous,"  their  earnings,  under  free  com- 
petition, would  fall  to  nil.  Now,  each  of  these  views  is 
intelligible ;  and  for  each,  by  itself,  some  sort  of  case  may 
be  made  out.  But  the  attempt  to  combine  the  two  as  a 
law  of  manager's  earnings  leads,  in  my  opinion,  to  some- 
thing not  far  removed  from  absurdity.  For,  if  a  good  man- 
ager can  create  as  much  wealth  as  one  hundred  men  when 
good  managers  are  few,  Ae  can  do  the  same  when  good 
managers  are  numerous.  If  his  earnings  are  to  be  the 
value  of  the  addition  his  work  makes  to  the  produce  of 
capital  and  labor,  how  can  mere  increase  of  the  number 
of  men  capable  of  thus  adding  to  the  produce  of  capital 
and  labor  diminish  his  earnings?  Mr.  Marshall,  in  ac^ 
counting  for  the  decline,  cites,  as  analogous,  the  decline 
in  the  wages  of  skilled  labor  as  the  number  possessing 
the  skill  increases.  But  there  is  this  fundamental  differ- 
ence between  the  two  cases,  which  renders  analogy  be- 
tween them  impossible  for  the  purpose  in  hand.  Skilled 
labor  has  specific  products  of  its  own,  which  fall  in  value 
as  the  supply  of  them  is  increased.  But  management  has 
no  distinct  products  of  its  own.  All  production  needs 
management,  and  all  products  cannot  fall  in  value. 
How,  then,  I  repeat,  shall  we  hold  that  the  earnings  of 
management  correspond  to  the  wealth  created  by  the 
manager's  own  exertions,  and  yet  at  the  same  time  hold 
that  these  earnings  may  fall  indefinitely,  merely  on 
account  of  increase  in  the  number  of  capable  managers  ? 

In  form  of  statement,  at  least,  Mr.  Walker's  theory  is 
a  little  different  at  this  point  from  Mr.  Marshall's.  Mr. 
Walker  treats  rather  of  differences  of  profits  than  of 
profits  as  such.     He  would  apparently  deny  the  possibility 
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of  profits  under  free  competition,  in  circumstances  that 
should  leave  no  grounds  for  differences  of  profit.  In  the 
hypothetical  case  (with  which  he  begins  his  exposition) 
of  a  small  and  exclusive  class  of  business  managers,  ^^each 
the  precise  economic  equivalent  of  every  other,"  he  has  no 
suggestion  to  offer  as  to  the  amount  of  their  earnings 
apart  from  the  needless  and  highly  uneconomic  assump- 
tion of  a  combination  to  "fix  a  standard  for  their  own 
remuneration."  Yet,  if  the  earnings  of  management  coin- 
cide with  or  represent  wealth  created  wholly  by  the  man- 
ager's own  exertions,  why  should  the  smallness  of  the 
managing  class  or  the  sameness  of  their  abilities  interfere 
with  their  getting  what  they  have  created  ?  Why  should 
they  combine  to  fix  their  gains  arbitrarily?  Does  the 
suggestion  imply  that  by  combination  they  might  extort 
more  than  they  create  ?  or  that,  without  combination,  they 
might  lose  part  or  even  all  of  what  they  create?  Appar- 
ently, the  latter  is  Mr.  Walker's  view;  for  he  tells  us 
that,  if  managers  of  equal  ability  became  so  numerous  as 
to  make  effective  combination  among  them  impossible,  the 
earnings  of  management  would  disappear.  He  frankly 
avows  that,  on  his  theory,  under  equality  of  advantages 
and  freedom  of  competition,  he  finds  "no  natural  stop- 
ping-place" for  the  fall  of  business  earnings  until  they 
reach  nil.  Apparently,  the  "  no-profits  "  employer  is  re- 
garded as  the  necessary  buffer  to  check  the  fall  of  profits 
by  keeping  up  the  values  or  prices  of  all  commodities, 
a  function  of  which,  as  we  have  already  seen,  the  unfortu- 
nate man  is  hardly  capable. 

It  would  seem,  the^,  that  Mr.  Walker's  theory  is,  in 
reality,  not  a  theory  of  manager's  earnings  at  all,  but  a 
theory  of  the  differences  in  managers'  earnings.  By  the 
ingenious  but,  as  I  believe,  entirely  fallacious  use  of  the 
"no-profits"  manager,  it  is  made  to  wear  in  part  the 
appearance  of  a  primary  law  of  distribution,  whereas  it  is 
at  best  but  the  necessary  appendage  to  such  a  law,  stating 
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the  allowance  to  be  made  for  human  inequalities  in  the 
working  of  the  law.  To  claim  any  more  for  it  is  much  as 
if  one  should  attempt  to  develop  a  law  of  wages  by  calling 
the  amount  earned  by  the  least  eflGcient  laborers  "  unity  " 
or  "  nil "  or  "  no  wages,"  and  showing  that  every  laborer 
of  higher  eflGciency  receives  an  excess  of  wages  above 
unity  or  nil  or  no  wages,  representing  the  surplus  of 
wealth  he  creates  over  and  above  the  amount  produced 
by  the  lowest  grade  of  laborers.  In  fact,  by  changing  nec- 
essary words,  a  very  readable  article  on  the  "  Source  of 
Wages"  could  be  made  out  of  Mr.  Walker's  article  on 
the  "  Source  of  Business  Profits."  Such  a  treatment  we 
should  scarcely  accept  as  leading  to  a  satisfactory  law  of 
wages  ;  yet,  in  my  opinion,  it  would  have  somewhat  better 
claims  to  acceptance  than  the  theory  under  review.* 

In  other  words,  I  cannot  but  regard  as  unreal  and  mis- 
leading the  analogy  assumed  by  Mr.  Walker  between 
earnings  of  management  and  rent  of  land.  Rent  could 
have  at  most  an  analogy  to  differences  of  earnings;  for 
the  basis  of  rent  is  not  production,  but  differences  in  pro^ 
duction.  The  rewards  of  human  exertion,  on  the  con- 
trary, are  primarily  for  the  whole  service.  If  the  service 
be  the  creation  of  wealth,  and  if  the  amount  of  wealth 
created  is  to  be  the  measure  of  wages,  then  there  can  be 
no  ground  in  reason  for  considering  anything  less  than 
the  whole  amount  created.  To  lay  down  individual  crea- 
tion of  wealth  as  the  law  or  the  source  of  business  profits, 
and  yet  hold  that  the  principle  extends  only  to  the  sur- 
plus over  and  above  the  amount  created  by  some  other 
man,  is  only  to  deal  in  contradictions.  At  most,  as  al- 
ready remarked,  such  considerations  could  apply  only  to 
differences  of  profit. 

*  Better,  first,  in  that  ordinary  productive  labor  has  usually  a  definite 
product  for  each  laborer,  whereas  managing  ability  has  not ;  better,  secondly 
and  chiefly,  because  it  would  take  in  the  whole  range  of  differences  in  wages 
instead  of  measuring  upward  from  an  arbitrarily  chosen  point  considerably 
above  the  lowest  returns,  as  Mr.  Walker  does  in  the  case  of  business  earnings. 
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Even  as  a  rule  of  differences,  Mr.  Walker's  theory 
could  not  be  accepted  without  very  extensive  modifica- 
tions. Men  grow  rich  by  producing  much,  but  they  also 
grow  rich  without  producing  anything.  Some  men  are 
poor  because  they  have  produced  little,  but  other  men 
are  poor  in  spite  of  having  produced  much.  There  is,  in 
fact,  but  little  connection  between  the  production  and  the 
acquisition  of  wealth,  in  individual  cases.  Mere  lucky 
trading,  skilful  speculation,  taking  advantage  of  the  igno- 
rance or  the  fears  or  the  necessities  of  other  men,  corners, 
craftiness,  and  even  knavery,  are  often  much  shorter 
roads  to  riches  than  actual  production  is.  It  might  be 
a  great  comfort  to  our  Vanderbilts,  Goulds,  and  Fisks  to 
be  told  that  their  gains  represent  wealth  of  their  own 
creation, —  if  they  could  be  got  to  believe  it ! 

There  is  certainly,  as  Mr.  Walker  has  said,  a  gain  which 
no  man  loses ;  but  that  is  not  enough  to  justify  his  theory. 
He  is  bound  to  prove  that  all  gain  is  of  that  description. 
So  far  as  I  can  see,  he  asks  us  to  take  the  mere  fact  of 
gaining  as  proof  of  creating.  Not  to  gain  appears  to  be 
his  evidence  of  incompetency  in  producing :  to  gain  large 
profits  is  his  proof  of  large  creative  ability.  But  till 
the  accidents,  uncertainties,  and  tricks  of  trade  can  be 
got  rid  of,  it  would  be  extremely  rash  to  take  the  making 
of  gain  as  proof  of  anything  but  the  making  of  gain. 
Whose  exertions  created  the  gain  is  a  question  needing 
other  evidence  for  its  determination.  Similarly,  as  re- 
gards failure  to  win  profits,  we  should  need  to  know  the 
causes  of  the  failure  before  pronouncing  the  unfortunate 
man  incompetent  as  a  producer.  It  is,  for  example,  a  fair 
conjecture  that  in  many  cases  the  "  no-profits "  employer 
may  have  actually  produced  a  large  addition  to  the  gen- 
eral wealth,  but  failed  to  realize  it  in  exchange,  owing 
to  the  mistakes  or  bad  faith  or  misfortunes  of  others,  or 
owing  to  any  of  the  ten  thousand  mischances  to  which 
every  business  enterprise  is  liable. 
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Before  leaving  this  part  of  our  subject,  I  wish  to  point 
out  that,  even  if  Mr.  Walker's  theory  of  the  earnings  of 
management  could  be  accepted  as  satisfactory,  it  would 
fall  seriously  short  of  filling  the  gap  in  his  system  to 
which  Professor  Henry  Sidgwick  called  his  attention. 
Mr.  Sidgwick's  very  obvious  criticism  was  that  Mr.  Walker 
had  "supplied  no  theoretical  determination  whatever  of 
the  average  proportions  in  which  produce  is  divided  be- 
tween capital  and  labor."  The  whole  return  going  to  the 
side  of  capital  is  resolvable  into  Interest,  Compensation 
for  Risk,  and  Renujineration  for  the  Labor  of  Management. 
Mr.  Walker's  theory  relates  specifically  to  the  last  of  the 
three  only ;  though,  from  the  general  tone  of  his  treatment, 
it  may  perhaps  be  inferred  that  he  includes  the  successful 
management  of  risk  as  one  of  the  sources  of  business 
gains.  However  that  may  be,  he  certainly  makes  no  at- 
tempt to  supply  a  theoretical  determination  for  the  rate 
of  interest  beyond  saying  that  it  is  "  determined  by  the 
relation  of  supply  and  demand."  He  does,  indeed,  men- 
tion the  tendency  of  interest  to  decline  as  countries  grow 
older, —  to  become  five  per  cent,  where  it  has  been  eight, 
three  per  cent,  where  it  has  been  five.  He  seems  to 
hold  that  interest,  as  an  element  in  distribution,  is  suf- 
ficiently accounted  for  by  noting  the  rate  and  its  changes. 
But  this  is  as  if  a  physicist  should  account  for  the  press- 
ure of  the  air  by  giving  us  the  readings  of  his  barometer. 
On  the  whole,  it  is  no  unfair  criticism  of  Mr.  Walker's 
theory  at  this  point  to  say  that  it  takes  the  rate  of  interest 
for  granted.  Further,  when  "  interest  is  to  be  deducted," 
it  would  be  necessary  to  know  whether  this  means  inter- 
est on  perfect  security  or  on  ordinary  mercantile  security 
or  on  such  security  as  the  individual  employer  in  each 
case  happens  to  be  able  to  offer,  for  interest  varies  in  the 
same  loan  market  with  the  character  of  the  security.  Also, 
we  should  need  to  know  whether,  in  times  of  temporarily 
high  interest,  the  laborers  are  to  be  charged  at  the  high 
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rate  on  the  whole  capital  of  the  country  or  only  on  the 
portion  actually  borrowed  at  the  high  rate. 

Altogether,  the  residue  theory  of  wages  needs  a  good 
deal  of  clearing  up  in  the  region  of  interest  and  earnings 
of  management  before  it  can  lay  claim  to  completeness  as 
a  theory  of  distribution.  It  was  apparently  in  order  to 
provide  some  sort  of  economic  bed  for  this  theory  of  wages 
that  Mr.  Walker  invented  the  "  no-profits  "  theory  of  prof- 
its. When  the  whole  work  is  done,  it  seems  to  me  to  be 
little  more  than  a  somewhat  elaborate  statement  of  the 
fact  that  what  does  not  go  to  the  other  participants  goes 
to  the  laborers.  By  simply  transposing  terms,  the  same 
method  would  yield  an  equally  valid  law  of  rent,  or  of 
interest,  or  of  earnings  of  management. 

It  is  not  the  least  curious  part  of  the  whole  system  that 
the  author  should  choose  as  the  residuary  legatee  of  in- 
dustry precisely  the  claimant  against  whose  right  to  the 
position  there  is  a  strong  prima  facie  case.  For  if  (to 
carry  the  figure  a  step  farther  than  Mr.  Walker  carries  it) 
the  estate  of  production  should  some  day  go  to  the  pro- 
bate court,  the  valid  claims  upon  it  of  the  laboring  class 
would  be  found,  I  fear,  to  be  comparatively  insignificant. 
Some  slight  liens  many  of  them  would  have  undoubtedly ; 
but  the  great  bulk  of  the  estate  would  go,  as  a  matter  of 
course,  partly  to  those  who  are  entitled  to  receive  rents, 
partly  to  those  who  have  managed  production,  but  mainly 
to  those  who  own  the  capital.  The  laborers  alone,  of  all 
the  classes  concerned  in  production,  have  had  their  ser- 
vices paid  for  and  quitted,  from  week  to  week,  during  the 
long  periods  in  which  the  commodities  constituting  the 
estate  were  being  produced.  As  residuary  legatees,  they 
are  without  the  shadow  of  a  case.  The  very  essence  of 
receiving  wages  is  a  surrender  of  the  right  to  appear  as 
residual  claimants. 

Putting  the  same  fact  in  another  form,  it  is  very  clear 
that  the  laborers  do  not  own  the  finished  commodities 
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that  come]|^forward  for  consumption  from  day  to  day. 
Neither  have  they,  of  their  own,  money  enough  to  buy 
more  than  a  small  part  of  them.  The  goods  are  partly 
rent,  partly  profits ;  but,  mainly,  they  only  replace  capital 
previously  advanced.  Some  small  part,  I  will  admit,  may 
represent  wages  earned,  but  not  yet  paid ;  though  I  fear 
that,  if  we  take  into  account,  as  we  are  bound  to  do,  the 
shop  debts  of  the  laborers,  they  would  be  found,  as  a 
class,  to  have  nothing  owing  to  them, —  to  have  no  lawful 
title  to  a  residue  or  any  other  part  of  the  commodities 
now  awaiting  the  consumer.  These  sad  and  simple  facts 
are  of  vital  importance  for  the  law  of  wages.  They  can- 
not be  thrust  out  of  sight  or  deprived  of  their  significance 
by  even  the  most  skilful  dialectics.  And,  to  my  mind, 
they  are  dead  against  Mr.  Walker's  theory, —  so  dead 
against  it  that  one  finds  some  call  for  self-restraint  in 
soberly  arguing  the  matter.  Indeed,  Mr.  Walker  himself 
seems  to  have  felt  the  weight  of  the  facts  opposed  to  him. 
He  tells  us  that  wages  are  to  be  regarded  as  residual  in 
certain  "  senses."  He  admits  that  in  any  particular  case 
the  employer  is,  by  force  of  contract,  the  residual  claim- 
ant.* Yet  he  asks  us  to  believe  that  wages,  if  not  liter- 
ally a  residue,  are  at  least  determined  precisely  as  if  they 
were  a  residue;  <.«.,  by  "deducting"  or  "cutting  off" 
from  the  whole  product  of  industry  the  shares  falling  to 
the  landlord,  the  capitalist,  and  the  business  manager, 
respectively. 

Of  his  theory,  so  understood,  I  will  say,  in  the  first 
place,  that  it  seems  to  involve  a  most  curious  and  needless 
twisting  of  things  out  of  their  proper  relations.  It  is  like 
the  picture  in  a  camera,  which  makes  left  of  right,  and 
puts  the  feet  where  the  head  ought  to  be.  I  will  say, 
secondly,  that  this  implied  attempt  at  confession  and 
avoidance  does  not  in  the  least  weaken  the  force  of  the 
simple  facts  of  which  I  have  spoken.  These  are  dead 
against  the  proposition  that  wages  are  determined  as  if 

*  Political  Economy y  p.  2G5. 
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they  were  a  residue.  It  is  still  a  fact  that  the  laborers, 
in  the  mass,  have  already  had  their  wages  for  producing 
the  commodities  now  awaiting  the  consumer.  It  is  still 
a  £eict  that  these  commodities  and  the  money  to  buy  them 
with  belong  to  the  other  classes  concerned  in  production. 
How,  then,  shall  the  laborers  obtain  any  part  of  them? 
What  is  to  determine  how  great  a  part  they  shall  receive  ? 
In  other  words,  what  is  the  law  of  wages  ? 

Apart  from  gift,  I  see  but  one  way  by  which  the 
laborers  may  obtain  a  share.  They  must  induce  those 
who  own  the  commodities  to  part  with  them.  But  the 
laborers  have  nothing  to  offer  in  return  except  labor. 
Now  there  are  two  ways  by  which  the  owners  of  the 
commodities  may  turn  labor  to  account:  they  may  find 
personal  services  desirable,  and  may  give  some  of  their 
commodities  in  return  for  such  services;  or  they  may 
wish  to  increase  their  wealth,  and  may  therefore  be  ready 
to  give  commodities  in  return  for  productive  labor,  on 
such  terms  as  to  gain  by  the  operation.  These,  I  think, 
are  the  ways,  and  the  only  ways,  by  which  the  right  to 
receive  and  consume  any  part  of  the  existing  stock  of 
goods  may  be  transferred  from  the  first  owners  to  the 
laborers.  If  this  be  so,  several  important  consequences 
follow. 

It  follows,  in  the  first  place,  that  the  primary  question 
in  wages  is  not.  How  much  has  been  produced  ?  nor.  How 
much  is  going  to  be  produced  ?  but.  How  much  of  all  that 
has  been  produced  do  the  owners  care  to  use  in  hiring 
laborers  ?  This  is  fundamental.  If  true,  it  must  be  a  pri- 
mary truth  in  any  reasonable  theory  of  wages.  Of  course, 
no  sane  person  would  deny  —  I  think  no  sane  person  ever 
has  denied  —  that  there  is  a  relation  between  the  rate  of 
wages  and  the  productiveness  of  labor.*     The  productive- 

*Mr.  WaULer  Beems  to  charge  this  denial  on  the  Wages  Fund  theory. 
In  8o  interpreting  that  theory,  he  does  not,  in  my  judgment,  exhibit  his  usual 
penetration.  The  question  between  the  two  theories  at  this  point  seems 
to  me  to  be  largely  one  of  mode. 
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ness  of  past  labor  influences  the  rate  of  wages  by  affect- 
ing the  volume  of  commodities  accruing  to  employers, 
thereby  affecting  their  ability  to  spare  from  their  own 
consumption.  The  expected  productiveness  of  future 
labor  will  influence  the  rate  of  wages  by  affecting  the 
prospect  of  gain  to  be  made  by  hiring  on  any  given 
terms.  But  these  influences  can  act  on  wages  only  by 
first  acting  on  savings:  they  operate  not  simply  and 
directly,  but  mediately,  through  acting  on  the  minds  of 
those  who  own  the  existing  and  coming  supply  of  com- 
modities. Since,  therefore,  the  whole  matter  depends  on 
human  volition,  we  can  lay  down  no  certain  rule  as  to 
the  result,  good  for  all  cases.  We  can  only  say  that, 
given  the  savings  in  any  particular  case,  the  rate  of 
wages  will  result. 

It  follows,  secondly,  that  the  commodities  received  by 
the  laborers  for  the  work  of  any  given  week  are  not  at 
all  products  of  that  same  week's  labor,  but  of  previous 
labor,  and  mainly  of  labor  spent  long  previously.  It  is 
stating  the  same  fact  from  another  point  of  view  to  say 
that  wages  are,  on  the  whole,  paid  for  producing,  not 
present,  but  future  commodities.  If,  now,  Mr.  Walker 
says  that  wages  are  a  residue  of  the  whole  product  after 
deducting  rent  and  profits,  he  is  bound  to  tell  us  particu- 
larly which  product  he  means,  and  what  rent  and  profits 
are  to  be  deducted.  If  he  means  the  product  of  the  very 
labor  that  is  to  be  paid  for,  we  must  remind  him  that 
that  product  is  still  an  unknown  quantity,  still  in  the 
future.  Even  supposing  it  a  known  quantity,  wages 
would  still  be  indeterminate ;  for,  on  his  own  theory,  the 
profits  of  the  future  are  still  unknown,  not  having  been 
"created"  yet.  One  cannot  deduct  an  unknown  quan- 
tity from  another  unknown  (quantity  and  arrive  at  a  defi- 
nite result.  Further,  even  if  these  unknowable  quantities 
were  both  known,  future  products  would  not  avail  to  pay 
present  wages.      The   wages  of  the   present  must  still 
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depend  on  the  present  resources  for  paying  wages.  It 
would  be  foolish  to  devise  a  formula  for  present  wages 
that  might  call  for  more  than  there  is  on  hand  to  pay 
with, —  as  foolish  as  to  draw  up  a  bill  of  fare  for  your 
dinner  without  reference  to  the  resources  of  your  pantry.* 
If,  on  the  other  hand,  he  means  that  present  wages  are 
determined  by  deducting  from  the  products  now  present- 
ing themselves  for  consumption  the  rent  and  profits  accru- 
ing in  respect  of  their  production,  his  doctrine  is  relieved 
of  indeterminateness,  but  at  the  expense  of  self-contra- 
diction and  of  opposition  to  plain  facts.  It  becomes  self 
contradictory,  because  its  fundamental  principle  is  that 
wages  are  the  residue,  or  are  determined  as  if  they  were 
the  residue,  of  the  product  of  the  labor  they  reward, — not 
as  if  they  were  the  residue  of  the  product  of  some  other 
labor.  If  they  be  the  residue  of  the  products  of  past  labor, 
after  deducting  the  corresponding  rents  and  profits,  how 
would  it  be  possible  to  increase  wages  by  increasing  the 
eflGciency  of  present  labor?  Secondly,  the  theory  thus 
understood  would  be  in  conflict  with  plain  fact,  because 
the  owners  of  the  stock  of  finished  commodities  do  not 
determine  how  much  they  shall  spare  from  their  own  use 
and  apply  to  hiring  laborers,  by  deducting  rent  and  profits 
from  the  whole  product  they  have  received.  People  do 
not  themselves  consume  their  whole  income  derived  from 
rent,  interest,  and  earnings  of  management,  and  save  only 
the  balance  for  use  in  hiring  laborers.  If  they  did,  there 
never  could  be  any  increase  of  capital  except  such  as  the 
laborers  might  contribute  out  of  their  wages.    We  know 

*I  readily  admit  that  the  comparison  fails  of  exactness  at  two  points. 
The  resources  for  paying:  wa^es  may  be  somewhat  increased  by  greater  self- 
denial  on  the  part  of  employers,  if  greater  inducements  be  offered ;  but  Mr. 
Walker  can  hardly  urge  this  objection,  since,  as  we  shall  see  later,  his  theory 
denies  the  possibility  of  the  greater  inducement.  Secondly,  if  laborers  do,  in 
fact,  wait  even  a  short  time  for  their  wages  (do  not,  i.e.,  anticipate  them 
wholly  through  the  butcher  and  the  baker),  agreements  may  be  made  to  pay 
them  commodities  which  are  not  yet  ready  in  hand,  but  will  be  ready  in  hand 
when  pay  day  comes. 
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that,  as  a  matter  of  fact,  income  derived  from  rents,  inter- 
est, and  management,  is  every  day  saved  and  turned  into 
wages.  This  simple  fact  stands  out,  as  it  seems  to  me,  in 
flat  contradiction  of  Mr.  Walker's  theory.  It  would,  in 
my  judgment,  be  fatal  to  his  theory  of  wages,  even  if  there 
were  nothing  else  to  be  said  against  it. 

For  the  same  reason,  I  must  hold  that  the  authors  of 
Heonomics  of  InduBtry  have  also  fallen  into  error  as  to  the 
method  in  which  wages  are  determined.  They  proceed  by 
first  deducting  rent  and  taxes  from  the  whole  product  of 
industry :  the  remainder  they  call  the  "  Wages-and-Profits 
Fund."  The  task  they  set  before  themselves  is  to  dis- 
cover and  explain  the  principles  according  to  which  this 
fund  is  "shared"  or  divided  into  wages,  interest,  and 
earnings  of  management.  This  method  is  substantiaUy 
the  same  as  that  followed  by  Mr.  Walker.  It  is,  so  far  as 
concerns  wages,  a  process  of  eliminating  or  deducting 
from  the  whole  product  of  industry  the  portions  called 
rent,  interest,  and  earnings  of  management,  in  order  to 
discover  how  much  remains  for  wages.  It  is  to  be  said  for 
the  authors  of  Economics  of  Industry  that  they  do  not 
mistake  the  statement  of  the  problem  for  the  solution  of 
it.  They  do  not  take  the  rate  of  interest  for  granted,  but 
endeavor  to  take  into  view  all  the  variable  elements  in 
distribution  and  the  action  of  all  the  economic  forces  that 
go  to  determine  these  variable  elements.  Their  one 
serious  error  lies  in  not  sufficiently  regarding  the  element 
of  time  in  their  problem.  Their  procedure  involves  a  sort 
of  economic  anachronism.  They  seem  to  forget  that,  if 
we  analyze  the  total  product  of  industry  for  any  given 
week  into  rent,  wages,  and  profits,  we  are  dealing,  so  far 
as  wages  are  concerned,  not  with  the  wages  of  that  par- 
ticular week,  but  with  past  wages.  What  they  call  the 
"Wages-and-Profits  Fund"  belongs  undividedly  to  the 
capitalist  class.  Strictly,  it  is  to  be  analyzed  into  replaced 
capital   and  the  profits  thereon.     The  portion  which  re- 
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places  capital  corresponds,  undoubtedly,  to  wages  paid  out 
previously  to  laborers.  It  was  saved  and  invested  at  some 
former  time  or  times,  and  is  now  recovered  with  a  profit 
through  production. 

While,  then,  it  is  true  that  the  wages  included  in  the 
"  Wages-and-Profits  Fund  "  of  EeonomicB  of  Industry  may 
be  regarded  as  representing  real  wages,  it  is  also  true  that 
no  valid  law  of  present  wages  can  be  reached  by  the 
method  followed  in  that  work.  It  is  a  method  applicable 
to  profits  only.  Given  what  the  authors  call  the  "  Wages- 
and-Profits  Fund,"  we  can  argue  that,  if  the  part  repre- 
senting wages  (past  wages)  be  set  off,  the  remainder  of 
the  fund  is  profit.  It  is  profit  because  wages  were  what 
they  were.  But  it  would  be  quite  inadmissible  to  convert 
the  terms,  and  argue  that  wages  were  what  they  were  be- 
cause the  profit  turns  out  to  be  what  it  is.  So  that,  even 
as  a  formula  for  past  wages,  this  procedure  would  be  futile. 
Further,  the  past  wages  replaced  to  the  capitalist  in  the 
product  of  any  given  week  are  not  the  wages  of  any  par- 
ticular previous  week.  They  were,  in  fact,  paid  out,  bit 
by  bit,  during  the  whole  course  of  producing  the  commod- 
ities of  the  week.  Partly,  they  were  paid  out  years  before 
for  the  labor  that  made  the  machinery,  buildings,  and 
other  plant  used  in  producing  them.  Strictly,  then,  a 
formula  derived  by  this  method  can  only  recite  the  fact 
that  certain  sums  have  been  paid  out  as  wages,  at  various 
past  times,  for  producing  the  commodities  constituting  the 
"Wages-and-Profits  Fund"  of  the  given  week.  It  can 
give  us  no  light  on  the  question  how  these  past  wages 
came  to  be  what  they  were.  They  certainly  were  not 
fixed  by  "  sharing  "  the  inchoate  products  of  a  week  still 
in  the  future. 

Still  less  can  the  method  of  Economics  of  Industry  dis- 
close the  manner  in  which  present  wages  are  determined. 
For  here,  in  addition  to  the  defect  already  pointed  out,  it 
fails,  as  Mr.  Walker's  method  fails,  by  setting  out  with 
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a  wrong  assumption  as  to  the  precise  way  in  which  cur- 
rent wages  stand  related  to,  and  are  drawn  from,  current 
production.  The  authors  assume  that  wages  are  deter- 
mined by  a  process  of  sharing  the  results  of  production, 
after  production  is  completed.  They  forget  that  wages 
are,  with  slight  exceptions,*  paid  before  production  is  com- 
pleted, and  that  the  final  products,  as  they  emerge,  belong 
undividedly  to  the  capitalists.  To  argue  as  if  the  em- 
ployer's right  of  ownership  extended  only  to  the  portion 
representing  his  profit  is  surely  not  a  mode  of  reasoning 
that  can  lead  to  very  trustworthy  results.  Nor  is  it  a  whit 
better  to  assume  that  whatever  of  the  total  product  is 
profit  or  rent  is  on  that  account  lost  to  wages.  No  argu- 
ment ought  to  be  necessary  to  show  that,  in  reference  to 
any  given  point  of  time,  rent,  profits,  and  wages  are  not  at 
all  mutually  exclusive  shares  of  the  products  that  have 
just  reached  completion.  Wages,  as  an  economic  share, 
are  not  contemporaneous  with  the  other  two :  it  is  of  the 
very  essence  of  wage-paying  that  they  should  not  be. 
The  wages  that  correspond,  as  an  economic  share,  to  the 
rent  and  profits  of  any  given,  time,  have  been  paid  and 
consumed  before  the  rent  and  profits  appeared.  They 
are,  in  reference  to  the  rent  and  profits,  wages  of  the  past. 
Rent  and  profits  are  contemporaneous  and  mutually  exclu- 
sive shares  of  the  completed  product.  What  is  rent  can- 
not become  profit,  nor  can  profit  become  rent.  If  we 
deduct  rent  and  profits  from  the  whole  product,  the  re- 
mainder, as  already  pointed  out,  is  not  the  wages  of  the 
time  we  are  considering :  it  is,  by  the  very  nature  of  the 
case,  replacement  of  capital, —  past  payments  to  laborers, 
now  restored  to  those  who  made  the  advances.  The 
wages,  on  the  other  hand,  that  go  in  time  with  the  rents 
and  profits  we  are  considering,  belong,  as  an  economic 
share,  to  products  that  have  not  yet  appeared, —  products 

*  The  exceptions  are  such  wages  as  may  be  due  the  workmen  who  ^ve,  so 
to  sajf  the  final  touches  to  the  product.  Mainly,  this  would  include  only  the 
labor  of  exchange. 
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of  the  future.  In  reference  to  the  products  of  the  time 
when  they  are  paid,  wages  are  no  economic  share  at  all. 
They  are  drawn  indiscriminately  from  every  part  of  the 
existing  supply  of  consumable  commodities.  They  are 
whatever  part  of  that  supply  the  owners  choose  to  spare 
from  their  own  consumption  and  offer  for  labor.  The 
economic  origin  of  the  owner's  title  to  the  commodities  he 
offers  for  labor  does  not  once  come  into  the  question. 
He  may  have  received  them  as  rents  or  as  profits  or 
even  as  wages,  or  they  may  have  come  to  him  as  replace- 
ment of  capital.  All  that  is  a  matter  of  entire  indiffer- 
ence for  the  wages  of  the  time.  The  vital  question  is, 
How  great  a  part  of  all  existing  commodities  is  offered 
for  labor? 

We  ordinarily  assume  that  the  whole  of  the  replaced 
capital  will  be  so  offered;  that  the  owners,  having  once 
before  saved  and  invested  this  amount,  will  be  ready  to 
do  the  same  again.*  But,  if  we  ended  here,  we  should 
be  condemning  the  laborers  of  the  present  time  to  receive 
in  the  aggregate  only  the  same  amount  that  the  smaller 
number  received  in  past  years :  individual  wages,  on  those 
terms,  must  decline.  But  we  know  that,  as  a  matter 
of  fact,  incomes  derived  from  rents,  interest,  and  earnings 
of  management,  are  every  day  spared  from  their  own 
consumption  by  the  rent  and  profit  receiving  classes,  and 
used  in  paying  wages  of  labor.  Any  formula  or  pro- 
cedure for  determining  wages  that  loses  sight  of  this 
elementary  fact,  condemns  itself  in  advance  to  mere  empti- 
ness, for  it  never  can  accord  with  the  actual  state  of  the 
case.  So  far  as  I  can  see,  every  method  that  proceeds 
by  "  deducting  "  from  the  whole  product,  or  by  "  sharing  " 
the  whole  product,  in   order  to   find   wages,   is   doomed 

*  Of  course,  this  is  only  an  assmnption  ;  and  in  individual  cases  it  is  often 
untme,  especially  when  ownership  changres  hy  inheritance  meantime.  But, 
as  we  are  dealing  with  aggregate,  not  individual,  capital,  we  may  regard  the 
new  savings  of  some  as  merely  offsetting  the  waste  of  capital  hy  others.  It  is 
only  when  new  savings  exceed  waste  that  we  regard  them  as  new  savings. 
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to  fjEkilure  on  this  account.  The  only  process  of  deducting 
or  sharing  that  can  safely  be  admitted  in  the  law  of  wages 
is  the  process  that  takes  place  in  the  minds  of  those  who 
own  the  products  of  industry,  when  completed.  Whatever 
part  they  choose  to  deduct  from  the  whole  product  for 
their  own  consumption  stands  deducted;  the  rest  goes 
to  the  laborers, —  not,  however,  to  pay  for  producing  these 
same  commodities,  but  for  producing  other  future  com- 
modities. The  true  shares  of  the  product  look  to  the 
past,  and  rest  on  services  done  in  the  course  of  produc- 
tion, but  unrequited  till  the  product  is  completed.  The 
laborer's  service  was  paid  for  and  quitted,  week  by  week, 
as  the  production  went  forward.  In  the  completed  prod- 
uct he  has,  therefore,  no  share  nor  residue,  except  such 
as  he  shall  get  by  the  voluntary  act  of  those  who  own  it. 
This  lies,  it  seems  to  me,  in  the  very  nature  of  hiring 
and  wages. 

The  wages-fund  theory  may  not  be  perfectly  satisfac- 
tory :  few  theories  are.  But  it  has,  at  least,  the  merit  of 
looking  squarely  at  the  fundamental  fact  that  working 
for  wages  is  not  working  for  a  share  of  the  product  the 
work  finally  results  in ;  that  men  who  depend  on  wages 
depend  on  getting  commodities  belonging  to  other  men. 
This  primary  truth,  that  those  who  live  by  wages  are 
dependent  on  what  is  spared  or  "saved"  by  those  who 
own  the  world's  stock  of  good  things,  I  have  supposed 
to  be  the  vital  and  only  essential  principle  of  the  wages- 
fund  theory.  Mr.  Walker  quotes  authority  for  the  asser- 
tion that  that  theory  has  received  its  coup  de  grdce.  If 
any  theory  has  maintained  that  the  rate  of  wages  is  "  alto- 
gether irrespective  of  the  industrial  quality,  the  skill, 
energy,  temperance,  of  the  laboring  population  "  ;  or  that 
it  is  "  irrespective  of  the  efforts  of  the  laboring  class,  as 
a  body  or  individually,  to  better  their  own  condition  " ; 
or  that,  "  if  the  laborer  does  not  seek  his  interest,  his  in- 
terest will  seek  him  and  will  find  him," — then,  surely. 
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we  ought  to  rejoice  that  so  false  a  theory  of  wages  has 
been  given  its  death-blow.  But  I  must  say  that,  for  my 
own  part,  I  have  never  understood  the  wages-fund  theory 
to  assert  or  to  imply  any  such  absurdities.  How  anybody 
could  have  so  read  and  interpreted  any  standard  account 
of  the  circumstances  determining  the  magnitude  of  the 
wages  fund,  and  the  rate  of  wages  resulting  from  it,  is 
to  me  incomprehensible.  As  to  the  point  which  Mr. 
Walker  emphasizes  so  strongly  as  the  point  of  widest 
difference  between  his  own  theory  and  the  wages-fund 
theory, —  namely,  the  connection  between  the  productive- 
ness of  labor  and  the  wages  of  the  laborers, —  I  should 
have  supposed  the  only  question  about  which  sensible 
men  could  differ  would  be  the  mode  of  the  connection. 
The  wages-fund  theory  certainly  contemplates  a  very 
intimate  relation  between  the  two;  but  it  insists  that 
the  connection  is  indirect,  being  effected  through  the  wills 
and  resources  of  those  who  provide  capital  for  paying 
wages.  Mr.  Walker,  on  the  other  hand,  seems  to  main- 
tain that  the  connection  between  the  productiveness  of 
labor  and  the  rate  of  wages  is  of  the  direct  and  simple 
kind,  not  mediate,  through  the  action  of  those  who  save 
capital, —  the  same  sort  of  relation  that  exists  between 
the  efiBciency  of  laborers  and  the  product  of  their  labor. 
The  wages-fund  theory  holds  that  wages  depend  prima- 
rily on  savings,  but  adds  that  savings  depend  very  much 
on  production.  Mr.  Walker  holds  that  they  depend  pri- 
marily on  production,  and  makes  no  mention  of  sav- 
ings, except  in  a  roundabout  way.  This  seems  to  me 
to  be  the  essential  point  of  variance  between  the  two 
theories. 

Perhaps  the  readiest  way  to  illustrate  and  at  the  same 
time  test  the  two  views  is  to  consider  the  hypothetical 
case  with  which  Mr.  Walker  closes  his  article  on  the 
"  Source  of  Business  Profits."  I  mean  the  supposition  of 
"  an  instantaneous  improvement  in  the  industrial  quality 
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of  the  laboring  class, .  . .  with  a  resulting  increase  of  ten 
per  cent,  in  the  finished  product."  Mr.  Walker  gives  no 
explanation  of  the  process  by  which,  in  his  view,  the  in- 
crease of  product  is  carried  at  once  to  the  wages  of  labor : 
he  only  finds  no  economic  reason  why  it  should  go  any- 
where else.  But  he  never  once  mentions  the  all-impor- 
tant fsLct  that  the  increase  of  product  goes,  in  the  first 
instance,  by  the  very  nature  of  the  case,  to  swell  the  rev- 
enues of  those  who  employ  laborers.  It  is  not  a  case  for 
argument  as  to  their  right  to  receive  the  increase :  it  is 
a  case  for  noting  the  fact  and  admitting  its  consequences. 
How  are  the  laborers  to  obtain  possession  of  the  increased 
product  and  to  ^^  receive  a  benefit  from  it  corresponding 
to  that  derived  by  the  residuary  legatee,  whenever  the 
total  value  of  the  estate  concerned  is  ascertained  to  have 
been,  or  by  some  unanticipated  cause  becomes,  greater  than 
was  in  contemplation  of  the  testator  .  . .  ?  "  The  only  sug- 
gestion offered  by  Mr.  Walker  of  a  method  by  which  they 
may  gain  immediate  possession  of  this  addition  to  wages 
is  the  mention  several  times  of  perfect  freedom  of  compe- 
tition. Free  competition  is  always  implied,  as  a  matter 
of  course,  in  economic  discussion,  unless  the  contrary  be 
stated.  But  I  am  quite  unable  to  see  how  competition  can 
effect  anything  in  the  premises.  All  competition  can  do 
is  to  remove  or  prevent  inequalities  in  wages.  It  can 
bring  all  laborers  of  the  same  grade  to  the  same  level  of 
wages.  But  it  has  itself  nothing  to  do  with  setting  the 
level.  Competition  of  laborers  is  powerless  to  raise  all 
wages,  and  our  present  question  relates  to  a  general  rise. 
If  the  competition  to  which  he  refers  be  that  of  employer 
with  employer  to  get  control  of  laborers,  I  can  only  say 
that  here  again  all  competition  of  itself  can  accomplish  is 
to  prevent  or  remove  inequalities,  to  prevent  one  employer 
from  getting  laborers  of  a  given  grade  for  lower  wages 
than  another  employer  pays.  Competition  simply  enforces 
the  level  on  everybody.     It  does  so  by  bringing  down  the 
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high  as  often  as  by  raismg  the  low.     It  is  powerless  to 
raise  all  or  to  depress  all. 

Mr.  Walker,  then,  has  presented  us  with  a  case  in 
which  the  products  coming  to  employers  of  labor  would 
be  gradually  increased  ten  per  cent.  He  gives  us  no 
clew  for  tracing  this  increase  beyond  the  hands  of  the 
employing  class  and  into  the  possession  of  the  laborers. 
He  simply  tells  us  that,  if  his  theory  be  true,  it  would 
pass,  all  of  it  and  at  once,  to  the  benefit  of  wages.  An 
adherent  of  the  theory  that  wages  are  paid  from  savings 
has  at  least  a  reason  to  give  for  the  result  he  predicts. 
He  gives  mode  and  process  for  the  working  out  of  his 
result  in  practice.  He  cites  the  fact  that  increase  of  prod- 
uct, wages  remaining  unchanged,  would  cause  a  rise  of 
profits ;  that  both  the  means  and  the  motives  for  saving 
would  be  greater  than  before;  that  increase  of  capital 
seeking  labor  would  naturally  follow,  with  the  result  of 
raising  wages.  How  rapid  and  how  great  the  rise  would 
be  he  would  not  undertake  to  predict,  because  everything 
would  depend  on  the  choice  made  by  those  who  own  the 
increased  product,  between  consuming  it  in  their  own  en- 
joyments and  saving  it  for  use  in  hiring  laborers, —  a  mat- 
ter as  to  which  no  two  communities  would  behave  quite 
alike.  It  can,  however,  be  safely  predicted  that  a  part 
will  be  saved,  and  only  a  part.  An  increase  of  ten  per 
cent,  in  the  whole  product  would  probably  double  the  net 
profits  of  employers.  It  would  be  mere  absurdity  to 
hold  that  they  would  spend  no  more  than  they  did  for- 
merly in  personal  enjoyments  for  themselves  and  their 
families.  The  whole  increase  they  cannot  be  expected  to 
save,  and  so  wages  cannot  be  expected  to  rise  by  the 
whole  amount  of  the  increase  in  product. 

Mr.  Walker's  theory  seems  to  me  to  call  for  a  double 
miracle  in  this  case:  first,  that  a  set  of  men  who  are 
working  for  gain  should  surrender  without  motive  the 
chance  to  add  greatly  to  their  gain ;  secondly,  that  the 
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laborers  should  instantly  receive  an  addition  of  Csay) 
fifteen  per  cent,  to  their  real  wages,*  before  the  commod- 
ities necessary  for  paying  the  increase  have  been  provided. 
For  it  is  of  the  highest  importance  in  the  law  of  wages  — 
in  fact,  it  is  the  origin  of  wage-paying  —  that  civilized 
labor  does  not  yield  immediately  a  product  good  for 
human  use.  Neither  does  an  increase  of  efficiency  exert 
suddenly  its  whole  effect  in  increasing  the  enjoyable  prod- 
ucts of  industry.  It  must  have  time  to  work  out  its  full 
results, —  as  much  time,  in  the  case  of  each  product,  as 
that  particular  product  requires  for  its  production.  This, 
we  all  know,  varies  extremely;  but  in  all  but  a  few  of 
our  commodities  the  time  is  considerable.  We  should 
therefore  have,  in  the  case  supposed  by  Mr.  Walker,  an 
increase  of  ten  per  cent,  soon,  in  the  case  of  a  few  arti- 
cles ;  but  in  most  cases  several  months  would  be  required, 
and  in  not  a  few  several  years.  When,  for  example, 
should  we  have  the  full  effect  of  this  increase  of  efficiency 
in  the  case  of  wheat  or  of  cotton  cloth  or  shoes  or  beef 
or  houses  or  furniture?  It  is  impossible  here  to  follow 
out  any  of  these  cases  into  the  details  of  their  production ; 
but  let  the  reader  consider  and  decide  for  himself  whether 
in  any  of  these  cases,  or  in  the  case  of  most  commodities, 
it  would  be  physically  possible  that  the  supply  should  be 
increased  ten  per  cent,  suddenly  by  a  ten  per  cent,  in- 
crease of  efficiency  on  the  part  of  the  laborers  concerned 
in  the  production  of  it.t  If  we  add  the  fact  that  machin- 
ery, buildings,  railways,  ships,  and  all  other  plant,  are  also 

*  I  snppoee  the  ten  per  cent,  increase  of  product  aasnmed  by  Mr.  Walker 
woold  raise  wa^es  fifteen  per  cent.,  if  it  passed  entirely  to  wages. 

5^^  t  This  point  is  overlooked,  I  think,  by  the  authors  of  Economics  qf  Industry 

in  their  discussion  of  the  two  theories  of  wages.  They  say  that,  when  there 
is  an  immigration  of  laborers  into  a  country,  **the  increase  in  the  supply  of 
labor  will  increase  the  net  produce  of  capital  and  labor,  and  therefore  the 
Wages-and-Profits  Fund "  {Economics  of  Industry,  p.  205).  There  can  be  no 
question  that  this  result  will  follow  in  the  course  of  time.  But  will  it — as  a 
matter  of  physical  possibility,  can  it  —  happen  at  once  ?  Must  not  the  increase 
begin  at  the  beginning  of  production  ? 
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produced  by  labor,  and  that  the  increase  of  efficiency  in 
this  labor  cannot  take  effect  until  the  machinery  pro- 
duced under  the  new  conditions  is  not  only  in  operation, 
but  has  already  some  of  its  products  ready  for  consump- 
tion, we  shall  have  another  element  necessary  for  complet- 
ing the  case.  Still  another  is  found  in  the  time  required 
for  transportation  of  materials  and  finished  products  from 
place  to  place,  and  in  the  delays  incident  to  the  various 
changes  of  hands  through  which  they  pass  in  the  course 
of  production  and  exchange. 

On  the  whole,  it  is  safe  to  estimate  that  a  year  would 
be  required  for  making  anything  like  the  full  addition  to 
the  current  of  commodities  good  for  human  use  that  Mr. 
Walker's  supposed  case  contemplates.  If  this  be  even 
approximately  true,  from  what  source  shall  the  commod- 
ities come  that  are  to  afford  the  fifteen  per  cent,  imme- 
diate addition  to  wages?  Some  slight  increase  may  no 
doubt  be  made  by  drawing  down  the  customary  reserve  of 
unemployed  capital:  something  may  be  added  also  by 
increased  self-denial  on  the  part  of  those  who  own  the 
existing  stock  of  commodities,  and  will  own  the  on-com- 
ing supply.  But  these  are  small  resources  on  which  to 
count  for  the  means  to  make  a  heavy  immediate  addition 
to  wages.  Besides,  Mr.  Walker  expressly  says,  "  There  is 
no  greater  demand  for  capital  in  the  case."  His  theory 
cuts  him  off  from  appealing  to  these  sources  for  increase 
of  wages :  to  appeal  to  these  is  to  appeal  to  the  wages- 
fund  theory.  The  residue  theory  must  at  least  be  content 
to  wait  till  the  increased  product  is  on  the  spot,  ready  to 
be  handed  over  to  the  residuary  legatee.  The  only  re- 
source to  which  it  can  consistently  apply  for  increase  of 
wages,  in  the  present  case,  is  whatever  increase  of  con- 
sumable product  is  actually  forthcoming  from  week  to 
week,  which  in  the  early  stages  would  certainly  be 
slight.  Even  in  reference  to  this,  the  advocates  of  the 
theory  must  be  prepared  to  tell  us  more  clearly  than  they 
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have  hitherto  done  by  what  precise  working  of  what 
economic  or  other  principles  the  employer's  right  of 
ownership  in  the  increase  of  product  is  to  be  overcome. 

K  Mr.  Walker's  notion  of  "  perfect  competition "  be 
that  it  shall  be  open  to  everybody  who  has,  or  thinks  he 
has,  business  ability  to  set  himself  up  as  an  employer,  then 
it  may  be  admitted  that  his  reasoning,  as  reasoning,  is  ex- 
cellent ;  but  we  should  also  have  to  say  that  it  is  wholly 
inapplicable  to  the  world  as  constituted.  If  it  were  pos- 
sible for  all  outsiders,  in  his  hypothetical  case,  to  enter 
into  competition  with  those  who  control  the  world's  capi- 
tal, the  case  would  be  radically  different.  To  assume  per- 
fect competition,  where  by  the  nature  of  the  case  there 
must  be  monopoly,  would  scarcely  be  a  way  of  reaching 
sound  conclusions.  The  only  competition  which  can  be 
relied  on  to  raise  wages  in  the  case  he  supposes,  or  in  fact 
within  a  limited  time  in  any  case,  is,  it  seems  to  me, 
whatever  of  new  rivalry  may  spring  up  among  the  old 
employers,  for  the  control  of  labor.  The  prospect  of  ad- 
ditional profits  may  safely  be  counted  on  to  stimulate 
every  energetic  employer  into  seeking  an  expansion  of  his 
business.  But,  in  order  to  make  use  of  any  laborers  he 
may  tempt  away  from  other  employers,  he  must  have  ad- 
ditional plant  and  materials.  Now,  if  we  are  supposing 
his  capital  to  have  been  fully  employed  before,  the  ques- 
tion arises.  Whence  is  the  new  capital  to  come  ?  If  the 
employer  is  to  save  more  himself,  it  must  be  for  the  sake 
of  higher  gains.  Yet  Mr.  Walker  maintains  that  the 
whole  benefit  of  the  improvement  will  go  to  the  laborers, 
which  would  cut  off  the  motive  for  mcreased  self-denial 
on  the  part  of  the  employer.  Again,  if  employers  borrow 
more  than  formerly,  the  increased  demand  for  loans  will 
raise  the  rate  of  interest ;  but  for  borrowing  at  a  higher 
rate  of  interest  there  would  be  the  same  absence  of  motive, 
if  the  whole  gain  of  the  improvement  is  to  go  to  the  labor- 
ers.    Putting  the  same  point  in  another  way,  if  wages 
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must  rise  as  rapidly  as  the  product  increases,  no  employer 
has  any  motive  for  wishing  to  get  more  laborers  than  be- 
fore. So  that,  on  Mr.  Walker's  terms,  it  is  not  easy  to  see 
whence  the  demand  for  labor  is  to  come,  that  shall  raise 
wages  so  as  to  carry  the  whole  increase  of  product  to  the 
laborers  themselves. 

I  hope  I  have  made  it  clear  that  the  precise  point  as  to 
which  the  savings  theory  and  the  residue  theory  of  wages 
must  differ  is  not  whether,  in  the  hypothetical  case  we  are 
considering,  there  would  be  a  rise  of  wages:  that  both 
theories  would  agree  in  predicting.  The  point  at  issue,  as 
I  understand  it,  relates  to  the  mode  and  rapidity  of  the 
rise ;  and  the  difference  of  view  as  to  the  mode  evidently 
goes  back  to  a  difference  of  view  as  to  the  source  of 
wages.  At  least,  if  there  be  no  dispute  as  to  the  source 
of  wages,  I  am  at  a  loss  to  see  how  there  can  be  any  real 
difference  in  the  case.  I  have  endeavored  to  get  a  clear 
idea  of  Mr.  Walker's  precise  view  on  this  point,  but  with- 
out entire  success.  At  times,  he  seems  to  admit  that 
wages  are  in  the  nature  of  an  advance  to  the  laborers ;  at 
times,  he  seems  to  throw  a  doubt  on  the  reality  of  the  ad- 
vance. In  one  breath,  he  says,  "  Wages  are,  to  a  very  con- 
siderable degree  in  all  communities,  advanced  out  of  capi- 
tal, and  this  from  the  very  necessity  of  the  case  " ;  in  the 
next  breath,  he  tells  us  that  "  wages  are,  in  a  philosophical 
view  of  the  subject,  paid  out  of  the  product  of  present  in- 
dustry."* He  heads  a  chapter  with  the  statement  that 
"  The  Wages  of  the  Laborer  are  paid  out  of  the  Product  of 
his  Industry,"  and  yet,  in  the  course  of  the  chapter,  states 
that,  "in  those  countries  which  have  accumulated  large 
stores  of  wealth,  wages  are  in  fact  very  generally,  if  not 
universally,  advanced "  to  the  laborers.  While  his  state- 
ments are  thus  somewhat  wavering,  I  gather  that,  on  the 
whole,  he  considers  the  advance  as  rather  a  convenience 
than  a  necessity,  and  rather  apparent  than  real.  "  When 
the  employer  shall  pay  is  a  financial  question;  what  he 

*  Walker,  The  Wages  Question,  chap.  yiii. 
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shall  pay  is  the  true  industrial  question."  *  He  lays  stress 
on  the  fEtct  that  even  in  old  countries  the  laborers  are  not 
paid  oftener  than  once  a  week,  and  in  newer  countries 
they  commonly  wait  even  longer  for  their  pay,  the  result 
being  that  employers  are  ''constantly  in  debt  to  their 
laborers  rather  than  the  laborers  to  their  employers. 

On  the  whole,  I  cannot  help  feeling  that  Mr.  Walker 
takes  a  very  imperfect  view  of  the  extent  to  which  current 
wages  at  any  moment  are  the  product  of  previous  labor. 
If  it  be  not  over-presumptuous,  I  will  state  briefly  my 
own  view  of  the  matter,  leaving  the  reader  to  judge 
whether  it  be  the  true  view  or  not.  In  the  first  place, 
let  me  say  that  the  customary  analysis  of  capital  into  fixed 
and  circulating,  or  auxiliary  and  remuneratory,  or  into 
fixed  capital,  materials,  and  wages  fund,  seems  to  me  not 
the  best  analysis  for  illustrating  the  full  extent  of  capital 
and  all  its  relations  to  production  and  to  wages.  I  think 
a  more  useful  analysis  for  these  purposes  would  be :  — 

1.  Capital  in  machinery,  buildings,  land  improvements, 
money,  ships,  railways,  and  other  plant. 

2.  Capital  in  materials  at  various  stages  of  growth  and 
manufacture. 

3.  Capital  in  exchange,  or  commodity  capital,  mean- 
ing thereby  the  stocks  of  finished  commodities  awaiting 
exchange. 

One  advantage  of  this  division  over  those  commonly 
used  would  be  that  it  covers  the  whole  ground,  which,  I 
think,  the  others  do  not.f  Another  advantage  would  be 
that  it  would  draw  attention  more  strongly  than  the 
others  do  to  this  question  which  we  are  considering; 
namely,  the  extent  to  which  wages  anticipate  the  product 
of  the  labor  they  reward.     The  time  required  for  making 

•  The  Wages  Question,  p.  137. 

t  It  ought  to  be  clear,  for  example,  iJiat  the  fint  effect  of  increaaed  effi- 
ciency of  labor  most  be,  not  to  raise  wages,  but  to  add  to  capital, — the  portions 
of  capital  included  in  2  and  3.  Increase  of  production  is  inseparable  from 
incrase  of  capital  in  these  forms. 
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the  exchanges  of  products  (or,  what  comes  to  the  same 
thing,  the  time  required  for  transporting  and  the  stocks 
required  for  trading)  must  not  be  overlooked  in  consider- 
ing how  long  a  delay  must  ordinarily  intervene,  in  civil- 
ized industry,  between  the  outlay  of  labor  and  the  pres- 
ence of  its  desired  result.  Obviously,  sufficient  stocks  of 
finished  commodities,  conveniently  placed  to  enable  each 
producer  to  select  readily  and  judiciously  the  precise  arti- 
cles desired  for  his  labor,  are  as  much  a  necessity  as  ma- 
chinery is. 

Now,  taking  one's  stand  at  any  point  of  time,  it  is  obvi- 
ous that  these  three  masses  of  wealth  are,  in  reference  to 
that  time,  products  of  previous  labor,  distinguished  from 
other  products  by  the  fact  that  they  do  not  minister  to 
anybody's  enjoyment,  are  not  even  (those  of  them  that 
are  good  for  human  use)  in  the  possession  of  those  who 
are  to  enjoy  them.  It  is  also  obvious  that  whatever  wages 
any  man  may  have  received  for  labor  devoted  to  produc- 
ing these  things  must  have  been  drawn  from  some  other 
source  than  the  product  of  his  own  industry.  It  was  a 
simple  necessity,  in  order  that  the  people  of  the  time 
should  be  able  to  carry  on  production  as  they  do,  that  all 
the  labor  these  things  cost  should  be  devoted  to  the  mere 
business  of  getting  ready  to  produce.  Up  to  the  point  of 
suitably  preparing  all  the  natural  agents  and  completing 
all  the  apparatus  of  production  and  exchange ;  also,  of 
procuring  and  advancing  through  various  stages  a  suffi- 
cient stock  of  each  sort  of  material  to  supply  every  work- 
man in  the  whole  chain  of  workmen  engaged  on  it  from 
beginning  to  end;  also,  of  completing  a  sufficient  quan- 
tity of  every  commodity  to  stock  the  shops  and  ware- 
houses and  all  the  channels  of  trade, —  up  to  the  point  of 
completing  all  these  preparations,  it  was  necessary  that 
labor  should  be  given  without  a  particle  of  enjoyable  re- 
turn of  its  own  producing.  That  point  once  reached,  com- 
modities may  be  drawn  off  for  consumption  as  rapidly  as 
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they  are  produced.  The  producers  need  only  to  keep  the 
system  gomg.  It  will  turn  out  every  day  enough  new 
commodities  to  make  good  the  consumption  of  the  day, 
and  men  who  had  nothing  to  do  with  the  self-denial  that 
established  the  system  may  presently  imagine  that  they 
are  living  from  "  current  production."  The  man  who 
gets  paid  for  his  week's  work  at  the  end  of  the  week  may 
flatter  himself  with  the  idea  that  his  wages  are  "  paid  out 
of  the  product  of  his  own  industry."  But  to  call  this  a 
philosophical  view  of  the  subject  is,  to  say  the  least,  not 
complimentary  to  philosophy. 

If  the  world  were  suddenly  swept  bare  of  all  the  results 
of  past  labor  that  are  now  used  in  production  and  ex- 
change, leaving  us  our  present  knowledge  and  skill,  the 
tools  necessary  for  making  tools  and  machinery,  but  noth- 
ing besides  save  the  land  in  its  natural  state,  how  long 
should  we  have  to  labor  (supposing  our  subsistence  pro- 
vided otherwise  than  by  our  own  labor  in  the  mean  time) 
before  we  should  fully  restore  the  industrial  system  as  it 
exists  at  the  present  moment?  How  long,  beginning  at 
the  beginning  of  every  sort  of  production,  should  we  have 
to  labor  and  wait  before  we  could  again  flatter  ourselves 
with  producing  our  wages  before  we  receive  them  ? 

I  shall  not  be  so  rash  as  to  attempt  to  answer  this 
question ;  but  I  will  say,  without  fear  of  being  contra- 
dicted, that  the  answer  to  it  would  also  be  the  answer  to 
a  question  once  asked  —  and,  as  I  think,  very  imperfectly 
answered — by  Mr.  Walker:  How  largely,  in  fact,  are 
wages  advanced  out  of  capital?* 

Let  us  now  imagine  that,  during  the  years  the  commu- 
nity would  have  to  spend  in  re-equipping  production  and 
restocking  exchange,  a  class  of  men  happened  to  have  the 
power  of  acquiring  day  by  day,  no  matter  from  what 
source,  a  supply  of  commodities  answering  in  all  respects 

*  The   Wages  Question^  p.  IM.    Mr.  Walker  treats  the  question  as  if  it 
were  chiefly  one  of  current  account  between  each  employer  and  his  laborers. 
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to  the  supply  that  would  have  been  forthcoming  in  the 
ordinary  way,  if  no  interruption  had  occurred.  What, 
under  those  conditions,  would  be  the  measure  of  wages 
for  all  other  men  during  the  period  of  preparation  for 
production?  Would  it  be  the  total  supply  of  commodi- 
ties received,  or  that  portion  of  the  total  supply  which  the 
recipients  chose  to  spare  from  their  own  consumption  for 
the  sake  of  present  service  and  future  gain  ?  I  think  that 
in  this  case  we  should  all  agree  both  as  to  the  measure 
of  wages  and  as  to  the  extent  and  reality  of  the  advance. 
We  should  also  agree,  I  suppose,  in  holding  that  the 
amount  of  savings  constituting  the  measure  of  wages 
would  not  be  irrespective  of  the  total  receipts,  though  a 
knowledge  of  the  total  receipts  would  not  enable  us  to 
predict  the  amount  of  the  savings.  We  should  also  agree, 
I  suppose,  in  holding  that  the  amount  saved  to  pay  wages 
would  not  be  irrespective  of  the  anticipated  future  yield 
of  the  labor  to  be  paid  for,  though  a  knowledge  of  the 
future  yield  would  not  enable  us  to  make  even  a  confi- 
dent guess  as  to  the  amount  of  the  savings.  Even  if  we 
knew  the  total  receipts  exactly,  and  could  foretell  the 
future  yield  of  re-established  industry  with  perfect  cer- 
tainty, we  should  still  be  in  the  dark  as  to  the  amount 
of  savings,  and  consequently  as  to  the  rate  of  wages,  until 
we  knew  also  the  state  of  mind  of  the  lucky  owners  of 
the  bonanza.  If  these  happened  to  be  frugal  men,  wages 
would  be  higher:  if  they  happened  to  be  unthrifty, 
wages  would  be  lower.  We  should  all,  I  think,  be  ready 
to  recognize  here  an  element  that  does  not  readily  submit 
itself  to  the  yoke  of  a  formula ;  and  we  could  not  confi- 
dently say  much  more  than  that  wages  would  depend  on 
the  amount  these  men,  being  the  men  they  are,  choose, 
in  view  of  all  the  circumstances,  to  spare  from  their  own 
consumption  for  the  purpose  of  hiring  laborers.  As  to 
wages  in  this  hypothetical  case,  then,  I  think  we  should 
not  find  any  ground  for  serious  difference. 
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Tet  I  conceive  that  the  conditions  determining  wages 
in  actual  life  do  not  differ  in  any  essential  respect  from 
those  that  would  determine  wages  in  this  imaginary  case. 
We  are,  in  &ct,  re-equipping  industry  all  the  time.  The 
capital  in  machinery  and  buildings  wears  out  little  by 
little,  and  has  to  be  replaced.  The  stock  of  capital  in 
materials  is  constantly  passing  off  into  finished  commod- 
ities, and  has  to  be  as  constantly  renewed.  The  stocks 
of  finished  commodities  are  drawn  down  every  day  by  the 
purchases  of  consumers,  and  have  to  be  replenished,  in 
order  that  exchange  may  be  carried  on  effectively.  The 
labor  bestowed  on  each  of  these  objects  is  precisely  as  far 
removed  from  the  enjoyable  result  it  has  in  view  as  the 
corresponding  labor  in  our  imaginary  case  would  be. 
There  is,  therefore,  the  same  cause  for  an  advance  of 
wages,  and  for  the  same  period,  in  the  one  case  as  in  the 
other,  though,  in  the  infinite  complexity  of  actual  in- 
dustry, the  fact  may  be  less  easy  to  perceive.  Also,  those 
who  own  the  supply  of  commodities  now  on  hand,  and 
the  machinery  and  materials  for  making  more,  have  as 
effective  a  monopoly  in  fixing  the  rate  of  wages  as  the 
receivers  of  the  corresponding  supply  would  have  in  our 
imaginary  case. 

Perhaps  enough  has  been  said  to  indicate  that  in  my 
opinion  it  is  at  least  a  little  premature  to  say  that  the 
wages-fund  theory  has  been  "exploded."  Some  state- 
ments of  it  may  no  doubt  have  been  fairly  open  to  criti- 
cism. It  would  be  strange  if  the  first  statements  of  so 
complicated  a  matter  as  the  law  of  wages  had  been  quite 
perfect.  Defects  of  exposition  we  may  hope  to  remove ; 
but  the  essential  principles  of  the  wages-fund  theory  rest, 
in  my  judgment,  on  too  solid  foundations  to  be  even 
greatly  shaken.  If  the  fact  that  the  saved  products  con- 
stituting the  wages  fund  come  from  production  has  been 
in  the  least  overlooked,  let  us  have  it  more  clearly  insisted 
on.     If  there  has  been  any  suspicion  that  the  wages  fund 
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means  a  store  of  things  looked  up  somewhere  before  hir- 
ing and  production  begin;  or  if  anybody  has  regarded 
the  intention  to  save  as  differing  essentially  from  other 
human  intentions  and  not  liable  to  be  changed  by  change 
of  circumstances ;  or  if  anybody  has  ever  supposed  that  the 
fund  for  paying  wages  is  anything  else  than  a  portion 
of  the  commodities  that  are  continually  emerging  from 
production ;  or  if  the  fact  that,  as  a  body  of  wealth, 
all  capital  is  by  turns  wages  fund,  has  been  sometimes 
lost  sight  of;  or  if  it  has  been  assumed  anywhere  that 
changes  in  the  efficiency  of  labor  do  not  react  on  the 
fund  for  paying  wages, —  if  any  of  these  defects,  or  any 
other  defects,  are  to  be  found  in  existing  expositions 
of  the  theory,  let  us  by  all  means  endeavor  to  get  rid  of 
them.  But  it  would  be  poor  policy  to  throw  away  wheat, 
in  order  to  be  rid  of  chaff.  While  thus  unable  to  accept 
the  main  propositions  for  which  Mr.  Walker  has  con- 
tended, I  cannot  close  without  avowing  my  grateful  rec- 
ognition of  the  important  service  he  has  rendered  in 
relation  to  this  difficult  portion  of  economic  theory.  If 
he  has  established  no  new  doctrine,  he  has  certainly  done 
much  towards  improving  the  old.  Future  writers  on  these 
subjects,  whatever  their  opinions  may  be,  cannot  safely 
overlook  what  he  has  written.  If  the  treatment  of  wages 
shall  henceforward  dwell  less  on  the  mere  formula  and 
more  on  the  industrial  conditions,  less  on  the  arithmetical 
process  and  more  on  the  quality  of  the  living  men  back 
of  the  arithmetic,  we  shall  be  largely  indebted  for  the 
improvement  to  Mr.  Walker.  This,  if  not  the  precise  end 
he  has  had  in  view,  is  at  least  so  far  akin  to  it  that  he 
may  well  regard  such  an  issue  of  his  labors  with  entire 
satisfaction. 

S.  M.  Maovane. 


"FUTURES"  IN   THE  WHEAT  MARKET. 

Trading  in  contracts  for  the  future  delivery  of  wheat 
has  grown  to  large  proportions  in  the  United  States  of 
late  years.  And,  when  attempts  were  made  during  the 
past  summer  to  corner  the  wheat  market  at  Chicago  and 
at  San  Francisco,  the  enormous  amount  of  capital  so  em- 
ployed, and  the  predominance  of  speculative  activity  at 
those  cities,  naturally  drew  unusual  attention  to  what  has 
been  described  as  gambling  in  our  chief  food  staple. 
Leading  newspapers  throughout  the  country  roundly  de- 
nounced the  speculators  for  the  derangement  of  trade  and 
the  abnormal  prices  resulting  from  attempted  comers, 
and,  as  so  often  in  the  past,  called  in  question  the  legality 
as  well  as  the  morals  of  what  is  known  as  "  the  future 
contract." 

In  June,  the  New  York  l^bune  concluded  a  discussion 
of  the  effects  of  speculation,  by  saying  that  "in  time  a 
wiser  public  opinion  will  prevail  here,  holding  speculation 
in  food  products  hostile  to  public  welfare  and  the  gambler 
in  grain  an  enemy  of  the  American  producer."  Even 
more  direct  were  the  allegations  of  the  Buffalo  Commer- 
cial Advertiser  in  August,  when  it  declared  that  "  certain 
little  speculative  games,  much  in  vogue  in  American  com- 
mercial centres,  .  .  .  have  made  the  exchanges  of  our  large 
cities  huge  gambling  clubs,"  and  added  that  "among 
those  demoralizing  customs  is  the  practice  of  dealing  in 
'futures,'  'options,'  buying  and  selling  on  margins  with- 
out transfer  of  merchandise."  These  are  but  samples  of 
the  language  used  by  leading  daily  newspapers  through- 
out the  country  during  the  past  summer.  In  the  United 
Kingdom,  similar  comment  is  not  wanting.  The  St. 
James  Gazette^  of  London,^ asks,  "At  what  point  does 
legitimate  trading  suddenly  become  transformed  into  mad 
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speculation,  involving  the  pubUc  in  the  greatest  inconven- 
ience  and  entailing  loss  or  ruin  upon  thousands  of  inno- 
cent people?"  The  Mark  Lane  JExpress^  whose  antipathy 
to  dealings  in  futures  is  well  known,  volunteers  the  infor- 
mation that  ^^  these  contracts  (futures)  are  framed  to 
allow  of  differences  in  value  at  a  certain  date  or  within 
a  certain  time  being  paid  or  received,  the  commodity  itself 
never  being  intended  to  pass  from  the  one  party  to  the 
other.  The  seller  does  not  possess  it.  The  buyer  does 
not  intend  to  receive  it." 

The  indictment  contained  in  these  extracts,  if  it  can  be 
sustained,  is  certainly  broad  enough.  It  not  only  comes 
from  hundreds  of  writers  for  the  newspapers,  but  crystal- 
lizes the  belief  of  thousands  of  intelligent  people, —  mer- 
chants, farmers,  manufacturers,  and  legislators.  Such  an 
outcry  should  not  be  ignored.  When  public  opinion,  as 
mirrored  by  the  press,  strongly  condemns  the  methods  of 
those  who  collect  and  distribute  our  harvests  at  home  and 
abroad,  it  is  time  that  an  examination  should  be  made  as 
to  the  facts. 

The  future  contract  is  the  agreement,  often  erroneously 
called  an  "  option,"  by  which  the  seller  binds  himself  to 
deliver  a  certain  quantity  of  wheat  at  a  specified  price  at 
a  date  named.  The  form  for  these  contracts,  in  use  at  the 
New  York  Produce  Exchange,  is  as  follows :  — 

GRAIN   CONTRACT.    ("Future.") 

New  Tore, 18. 

In  consideration  of  One  Dollar  in  hand  paid,  the  receipt  of  which 

is  hereby  acknowledged,  have  this  day  sold  to  (or  bought 

from)  bushels  of 

,  New  York  inspection, 

at  cents  per  bushel,  deliverable  at 

seller's  (or  buyer's)  option, 18 

Signed, 

This  contract  is  made  in  view  of,  and  in  all  respects  subject  to, 
the  By-laws  and  Rules  established  by  the  New  York  Produce  fix- 
change. 
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If  the  contract  be  for  8,000  bushels  of  No.  2  red  winter 
wheat,  September  delivery,  the  "  option "  consists  in  its 
resting  with  the  buyer  or  the  seller  (whichever  the  con- 
tract specifies)  to  say  on  what  day  in  that  month  the 
delivery  shall  be  made. 

Let  us  suppose  that  a  general  storekeeper  or  a  local 
grain  buyer  has  received  at  Parsons,  Kansas,  in  odd  lots, 
or  has  been  through  the  country  and  bought,  some  16,000 
bushels  of  wheat,  and  has  had  it  delivered  at  the  elevator 
alongside  the  railway.  The  farmers  in  Labette  and  sur- 
rounding counties  in  Kansas  presumably  take  the  Parsons 
Sun,  and,  in  addition  to  keeping  themselves  informed  as 
to  the  price  of  wheat  at  Chicago  and  New  York  daily, 
are  familiar  with  the  market  price  of  wheat  at  Parsons. 
The  latter  depends  primarily  on  quotations  at  St.  Louis, 
and  indirectly  on  those  from  New  York,  winter  wheat 
markets;  for  winter  wheat  is  raised  in  Kansas.  The 
Parsons  price  is  nominally  the  St.  Louis  price  less  the 
cost  of  transportation  thither.  The  local  shipper  believes, 
that  his  16,000  bushels  will  grade  No.  2,  New  York  in- 
spection, and  haB  paid,  on  an  average,  about  54  cents  per 
bushel  for  it.  We  will  further  suppose  the  cost  of  ship- 
ment to  New  York  to  be  26  cents  per  bushel.  It  is  Au- 
gust. The  late  ^^  iniquitous  speculation  and  attempted 
comer  at  Chicago  have  killed  trading  in  wheat,"  and  the 
price  at  New  York  has  fallen  to  80  cents,  with  the  mar- 
ket likely  to  drag  for  some  time ;  but  telegraphic  report 
reveals  a  more  active  market  at  New  York,  with  an  ad- 
vance of  1^  cents.  Thereupon,  this  speculative  wheat 
buyer  wires  a  New  York  grain  commission  house  to  sell 
for  his  account,  September  delivery,  16,000  bushels  of 
wheat,  and  proceeds  to  load  his  grain  into  cars  and  send 
it  to  New  York  to  meet  his  contract.  The  New  York 
merchant  goes  upon  the  floor  of  the  Produce  Exchange, 
and  sells  (by  contract),  for  September  delivery,  16,000 
bushels  of  wheat,  which  particular  grain  is  at  that  mo- 
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meDt  in  a  little  elevator  out  in  Kansas.  The  purchaser 
of  this  wheat  represents  an  English  house,  which  imports 
wheat  to  sell  to  millers  in  the  United  Kingdom.  The 
Parsons  merchant  sold  when  he  did  on  a  "bulge,"  be- 
lieving that  the  general  outlook  for  the  next  six  weeks 
favored  a  low  and  dull  market,  and  wishing  to  get  the 
benefit  of  the  temporary  advance.  The  exporter  bought 
when  he  did  on  a  direct  order  from  the  firm  abroad.  But, 
within  two  hours  or  twenty-four  hours,  the  exporter, 
finding  ocean  freights  tending  downward,  seeing  also 
a  prospective  decline  in  prices,  and  believing  that  he 
will  be  able  lo  make  better  arrangements  for  export  at 
a  later  day  and  still  meet  the  wants  of  his  principals, 
sells  16,000  bushels  of  wheat  —  this  particular  16,000 
being  in  mind  —  to  a  New  York  miller,  who,  for  reasons 
of  his  own,  wants  it.  A  day  later, —  or,  perhaps,  on  the 
same  day, —  the  miller,  finding  a  fractional  advance  in 
prices  and  aiming  at  a  subsequent  purchase  to  supply  his 
mill,  in  turn  sells  16,000  bushels  of  wheat  for  September 
delivery.  It  is  purchased  by  a  member  of  the  Produce 
Exchange,  because  he  "  thinks  it  cheap  "  or  for  "  purely 
speculative  reasons,"  who  disposes  of  it,  either  at  a  small 
loss  or  profit,  to  another  "  scalper,"  and  so  on,  until  sales 
have  been  made  perhaps  twenty  times. 

This  brings  us  to  a  consideration  of  the  means  by  which 
future  contracts  are  closed  out  in  actual  practice.  All 
future  contracts  (New  York  and  Chicago)  contemplate 
the  actual  delivery  of  the  grain,  and  they  may  be  closed 
out  only  in  one  of  three  ways:  — 

First. —  By  the  actual  delivery  of  the  grain,  which  may 
be  by  elevator  or  warehouse  receipts  or  by  the  moving  of 
the  grain  alongside,  if  from  commission  merchant  to 
exporter.  Under  this  head,  too,  comes  the  system  of 
delivery  on  what  are  termed  "  transferable  orders."  The 
contracts  on  the  New  York  Produce  Exchange  read,  we 
will  say,  "sellers'  option,"  which  refers   to   the  day  on 
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which  the  grain  shall  be  delivered.  In  the  case  of  re- 
peated sales  of  16,000  bushels  of  September  wheat  given 
above,  suppose  the  actual  wheat  arrived  at  New  York 
September  10,  and  that  the  final  buyer  in  the  list  of,  say, 
twenty  who  had  been  trading  in  it,  an  exporter,  having 
freight  room  engaged,  wants  just  16,000  bushels  to  make 
a  cargo.  By  means  of  a  transferable  order,  the  merchant 
who  first  sold  the  16,000  bushels,  September  delivery,  and 
to  whom  the  wheat  was  consigned,  delivers  the  wheat  to 
the  twentieth  man  in  line,  each  of  the  intermediate  traders 
signing  it  and  passing  it  along  in  succession.  In  this  way, 
all  the  ^^  trades "  between  the  original  seller  and  the  last 
in  line  are  wiped  out  by  each  of  the  pairs  of  buyers  and 
sellers  paying  one  another  •''differences,"  as  compared 
with  the  "settlement  price"  established  each  day. 

Second. —  By  indirect  settlement,  which  may  be  de- 
scribed as  delivery  by  clearing  the  contracts.  We  may 
suppose  that  the  New  York  merchant  who  first  sold  the 
16,000  bushels  of  wheat  received,  soon  after,  a  cable  order 
to  buy  16,000  bushels  of  September  wheat.  He  encounters 
the  man  to  whom  he  had  previously  sold  that  quantity 
(contract  not  yet  expired),  and  buys  16,000  bushels  of 
wheat,  September  delivery.  When  the  wheat  arrives  at 
New  York,  the  two  transactions  referred  to  may  be  set- 
tled by  cancellation.  A  sold  to  B,  and  B  to  A,  both  for 
September  delivery.  In  theory,  A  would  have  to  deliver 
the  wheat  to  B,  and  receive  a  check,  whereupon  B  would 
deliver  the  identical  wheat  back  to  A,  and  receive  A's 
check;  but  this  uncalled  for  friction  is  avoided  by  the 
simple  process  which  suggests  itself  to  men  everywhere 
and  in  all  lines  of  business. 

Tliird. —  By  indirect  settlement,  technically  called 
"  ringing."  The  word  suggests  "  rings  "  and  "  corners," 
but  its  application  in  this  instance  is  entirely  devoid  of 
oflFence.  This  process  may  be  best  explained  by  further 
reference  to  the  supposititious  sales  of  16,000  bushels  of 
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Kansas  wheat,  where  A  sold,  September  delivery,  to  an  ex- 
porter, he  to  a  miller,  the  miller  to  a  speculator,  the  latter 
to  another,  and  so  on  until  there  were,  say,  twenty  firms 
or  individuals  in  line.  Now  let  it  happen  that  A  receives 
an  order  to  buy  September  wheat,  and  in  doing  so  gets 
it  from  the  twentieth  man  in  the  line  just  described.  By 
this  act,  the  like  of  which  may  and  does  frequently  hap- 
pen, a  "ring"  is  created.  And,  if  all  parties  in  interest 
so  elect  (it  being  optional  with  each  of  them  whether  to 
ring  out  or  not),  all  the  contracts  may  be  settled  by  the 
payments  of  differences,  based  on  the  settlement  price, 
as  described  in  the  case  of  transferable  orders.  And  this 
appears  to  be  an  actual  delivery,  too.  A  sold  actual 
wheat,  and  was  bound  and  intended  to  deliver  it.  Upon 
his  ability  to  keep  his  contract,  nineteen  other  trades  de- 
pended. The  last  buyer,  in  the  course  of  business,  be- 
came a  seller  to  the  first.  Would  it  make  the  method 
of  settlement  any  more  legitimate  if  A  actually  turned 
over  his  wheat  to  B,  and  B  passed  it  on  to  C,  and  this  was 
kept  up  until  the  twentieth  buyer  received  it,  and  handed 
it  over  to  A  again  ? 

Those  who  merely  desire  to  indulge  gambling  procliv- 
ities by  speculating  in  grain  may  as  well  stick  to  the 
bucket  shops.  It  is  true  that  such  an  one  may  buy  and 
sell  at  the  Produce  Exchange,  and  collect  his  profits  or 
contribute  his  losses  through  a  commission  house  or  brok- 
erage concern ;  but  let  us  note  where  he  would  land,  if 
he,  as  principal,  proposes  to  "scalp  for  eighths."  Sup- 
pose A  to  be  a  member  of  the  New  York  Produce  Ex- 
change, who  regards  future  trading  as  "  bets  on  the  mar- 
ket price," —  a  mere  collection  or  payment  of  differences, 
with  no  grain  to  be  delivered  or  received.  He  buys  8,000 
bushels  of  December  No.  2  red  wheat,  say  at  83i  cents, 
and  within  an  hour  sells  it  at  84  cents,  making  an  apparent 
profit  of  i  cent  per  bushel,  or  $40.  Following  his  steps, 
under  the  rules  of  the  Exchange,  it  is  found  that  he  first 
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buys  at  88i  cents  from  B  &  Co.,  who  are  selling  for  Lon- 
don account,  to  protect  purchases  of  California  wheat  in 
transit.  Under  the  rule,  B  &  Co.  call  the  buyer  10  cents 
per  bushel,*  original  margin,  or  $800,  to  be  deposited  to 
protect  the  contract.  Second,  A  sells  at  84  cents  to  C  & 
Co.,  capitalists,  who,  on  the  basis  of  the  purchase  of  Decem- 
ber at  84  cents,  sell  January  at  85f  cents,  so  as  to  secure  car- 
rying charges  of  If  cents  for  the  month.  C  &  Co.  also  call 
$800  (or  $400),  original  margin ;  and  such  margins  must 
be  put  up  within  one  hour  from  the  time  when  called.  A 
now  has  two  open  contracts  for  December,  a  purchase  from 
B  &  Co.  and  a  sale  to  C  &  Co.,  and  has  up  $1,600  (or 
$800),  original  margin,  on  which  he  receives  interest  at 
the  rate  of  2h  per  cent,  per  annum,  although  the  money  is 
worth  to  him  6  per  cent.  He  is  therefore  losing  8i  per 
cent,  interest  on  the  amount  of  his  margins  until  the  con- 
tracts are  liquidated.  A  is  also  obliged  to  put  up  addi- 
tional margins,  in  case  the  price  advances  or  declines 
while  the  contracts  are  open.  If  the  price  advances  5  cents, 
he  has  to  put  up  $400  additional  margin  with  C  &  Co.  If 
it  declines  5  cents  per  bushel,  he  has  to  put  up  a  like  sum 
to  protect  B  &  Co.  If  B  &  Co.  make  no  trades  mean- 
while that  will  "  ring  out "  with  C  &  Co.,  and  so  let  A 
out,  this  money  is  kept  up  as  margin  until  December  1, 
when  B  &  Co.  deliver  to  A  a  load  of  wheat  at  83i  cents, 
and  A  at  once  delivers  it  to  C  &  Co.  at  84  cents,  adjust- 
ing the  contract  to  the  settlement  price,  which  may  be 
higher  or  lower.  A  then  realizes  his  $40  profit,  less  loss 
of  interest  on  his  margins,  and  discovers  that  he  actually 
bought  and  sold  wheat,  and  did  not  merely  bet  on  the 
market. 

It  should  be  added,  particularly  for  the  benefit  of  those 
who  regard  "  futures  "  as  excuses  to  bet  on  prices  of  grain, 
with   no   expectation   on  the  part  of  buyer  or  seller  to 

*  Or  they  may  caU  5  cents,  if  the  buyer  be  in  good  credit,  or  $400. 
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make  a  delivery,  that,  if  the  grain  due  on  such  a  contract 
be  not  tendered  (sellers'  option)  before  1.80  P.M.  of  the 
last  business  day  of  the  month,  the  purchaser  notifies  the 
committee  on  grain  to  buy  it  in  for  his  account  at  public 
"  call,"  which  is  done.  The  grain  so  bought  in  is  then  a 
good  delivery  on  maturing  contracts  that  day. 

The  yalidity  of  contracts  for  future  delivery,  of  which 
the  above  is  an  example,  has  been  the  subject  of  conflict- 
ing decisions  in  the  State  courts;  but  in  the  Supreme 
Court  of  the  United  States,  in  the  case  of  Irtcin  v. 
Williar^  decided  early  in  1884,  the  American  law  was 
authoritatively  stated  by  Mr.  Justice  Matthews,  as  fol- 
lows:— 

The  generally  accepted  doctrine  in  this  country  is,  as  stated  by 
Mr.  Benjamin,  that  a  contract  for  the  sale  of  goods  to  be  delivered 
at  a  future  day  is  valid,  even  tliough  the  seller  has  not  the  goods  nor 
any  other  means  of  getting  them  tlian  to  go  into  the  market  and  buy 
them ;  but  such  a  contract  is  only  valid  when  the  parties  really 
intend  and  agree  that  the  goods  are  to  be  delivered  by  the  seller  and 
the  price  to  be  paid  by  the  buyer.  And  if,  under  guise  of  such  a 
contract,  the  real  intent  be  merely  to  speculate  in  the  rLse  or  fall  of 
prices,  and  the  goods  are  not  to  be  delivered,  but  one  party  is  to  pay 
the  other  the  difference  between  the  contract  price  and  the  market 
price  of  the  goods  at  the  date  fixed  for  executing  the  contract,  then 
the  whole  transaction  constitutes  nothing  more  than  a  wager,  and  is 
null  and  void.  And  this  is  now  the  law  in  England,  by  force  of  the 
statute  of  8  &  9  Vict.  c.  109,  s.  18,  altering  the  common  law  in  that 
respect.  Benjamin  on  Sales,  §§  541,  542,  and  notes  to  fourth  Am. 
edition  by  Bennett.* 

*  110  U.  S.  499.  The  American  cases  are  collected  by  Benjamin,  in  the 
place  cited.  Julius  Aroni,  in  his  valuable  compilation,  Futures  (New  Orleans, 
1882),  points  out  that  the  doctrine  that  an  executory  contract  for  the  sale 
and  future  delivery  of  g^oods  does  not  become  a  wager  by  reason  of  the  seller 
not  havinfiT  the  goods  in  his  possession  when  entering  into  the  contract,  was 
not  questioned  in  England  until  1822,  when  Lord  Tenterden,  in  Lorymer  v. 
White^  1  B.  <&  C.  1,  said  that  the  practice  of  making  such  contracts  was  not 
to  be  encouraged.  Later,  at  nisi  prius^  in  Bryan  v.  Lewis^  1  Ry.  &  Moo.  3K<), 
he  ruled  that,  if  one  contracts  for  the  sale  and  future  delivery  of  goods  aud 
neither  has  them  at  the  time  nor  has  contracted  for  their  purchase  nor  has 
any  reasonable  expectation  of  receiving  them,  but  means  to  go  into  the  market 
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It  must  be  added  that  repeated  efforts  have  been  made 
by  State  legislatures  to  stop  trading  in  futures,*  the  laws 
of  Illinois  being,  perhaps,  the  most  interesting  and  in- 
structive example  of  this  kind  of  legislation.  But  it  is 
too  much  to  expect  that  want  of  success  will  prevent 
the  repetition  of  these  efforts. 

The  most  important,  because  the  most  necessary,  com- 
modity traded  in  is  the  chief  food  staple  of  civilized  com- 
mimities,  wheat.  A  broad  view  of  the  equities  of  trade 
in  this  line  must  place  special  emphasis  on  the  need  for 
all  natural  or  artificial  aids  or  devices  tending  to  cheapen 
the  cost  of  flour  to  the  consumer.  When  society  in  lead- 
ing wheat-consuming  countries  was  more  piimitive  than 
it  now  is;  when  general  distribution,  in  some  instances 
over  a  series  of  years,  was  not  equal  to  home  require- 
ments ;  when  the  farmer  carried  his  grain  to  the  banks 
of  the  nearest  river  to  find  the  miller  who  met  the  local 
demand  for  flour  and  shipped  a  surplus  to  the  neighbor- 
ing town:  — in  short,  when  there  was  little,  if  any,  need 
for  large  stocks  of  wheat  or  for  ''  centres  of  distribution," 
as  we  now  understand  the  term,  then  it  was  that  Produce 
Exchanges  and  Boards  of  Trade  were  unknown,  and  the 
existing  form  of  future  contracts  in  grain  had  not  made 
its  appearance. 

But  with  increase  of  population,  changes  in  currents  of 
trade,  exhaustion  of  soils,  the  rise  of  competitive  indus- 
tries, the  enormous  reduction  of  the  cost  of  transporta- 
tion, and  the  cultivation  of  new  and  fertile  areas  of  soil, 
certain  countries  foimd  themselves  producing  less  and  less 

and  buy  them  for  delivery,  raoh  a  contract  b  a  wae^er  on  the  market  price  of 
the  g^oods.  But,  after  being  doubted  in  one  or  two  cases,  this  doctrine  was  set 
aside  in  1H9J,  in  the  case  of  HibbUwkite  v.  McMorine^  5  Mees.  A  W.  462,  with 
emphatic  language  by  Barons  Parke,  Alderson,  and  Maule.  The  Knglish 
doctrine  appears,  then,  to  be  in  harmony  with  that  of  the  Supreme  Court  of 
the  United  States. 

*Ohio,  Laws  of  18H5,  p.  254;  Illinois,  Statutes  (Starr  and  Curtis's  ed.), 
oh.  3K,  §170;  Arkansas,  Statutes  (Mansfield's  ed.,  1884),  §1848;  Mississippi, 
Laws  of  1882,  ch.  117. 
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wheat,  and  others  raising  far  more  than  they  could  con- 
sume. Thus,  the  United  Kingdom,  with  87,000,000  pop- 
ulation and  a  wheat  crop  of  about  76,000,000  bushels  per 
annum,  has  to  import  about  145,000,000  bushels  for  food, 
besides  maintaining  stocks.  This  requires  an  average  of 
about  12,000,000  bushels  of  wheat  monthly  from  other 
lands.  Elaborately  devised  machinery  for  buying  wheat 
at  a  moment's  notice  in  the  cheapest  market,  so  as  not 
to  overstock  in  the  face  of  possible  declines  in  prices,  is 
now  an  absolute  essential ;  and,  with  it,  the  United  King- 
dom and  other  countries  successfully  wrestle  with  starva- 
tion. Harvest  seasons  are  widely  distributed  throughout 
the  year.  Australia,  New  Zealand,  Chili,  and  the  Argen- 
tine Republic  (moderate  exporters)  gather  their  wheat 
in  January;  Egypt,  Persia,  and  Asia  Minor,  in  April; 
California  and  Oregon,  Kansas  and  Missouri,  in  June; 
Austria-Hungary,  Southern  Russia,  Dakota,  Minnesota^ 
Wisconsin,  Nebraska,  Iowa,  Illinois,  Indiana,  Michigan, 
Ohio,  and  Canada,  in  July;  Manitoba,  in  August,  and 
Northern  Russia,  in  September  and  October.  It  is  com- 
paratively within  recent  years  that  the  United  States, 
India,  Russia,  Australia,  and  New  Zealand  have  found 
themselves  competitors  in  supplying  the  chief  importing 
countries.  Surplus  yields  are  now  coming  into  sight  in 
different  quarters  of  the  globe  at  different  seasons,  and 
in  quantities  which  vary  from  year  to  year  with  the  con- 
ditions governing  growth.  This  has  developed  the  great 
grain  markets,  like  Bremen,  Hamburg,  Lisbon,  Paris,  Mar- 
seilles, London,  Liverpool,  Bristol,  Glasgow,  Odessa  and 
St.  Petersburg,  Bombay,  Kurrachee,  and  Caleuttii,  Mel- 
bourne and  Sydney,  New  York,  Chicago,  Cincinnati,  St. 
Louis,  Toledo,  Philadelphia,  Baltimore,  and  New  Orleans. 
The  grain  trade  at  these  cities  is  responsible  for  the 
large  and  growing  task  of  securing  the  surplus  wlieat  in 
exporting  countries,  transporting  it  to  centres  of  distribu- 
tion, grading  and  storing  it,  or  for  placing  such  a  share 
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of  it  as  may  be  spared  in  that  portion  of  the  world  where 
it  is  most  needed.  In  importing  countries,  they  seek  to 
secure  wheat  in  the  cheapest  markets,  without  so  supply- 
ing themselves  that  a  decline  may  find  them  overstocked 
at  relatively  high  prices.  Hence  the  necessity  for  a  most 
important  statistical  work, —  that  of  obtaining  the  latest 
information  concerning  crop  prospects,  harvest  returns, 
qualities,  and  acreage;  stocks  of  wheat  ^^in  sight"  at 
principal  points  of  storage,  in  the  more  important  grain 
exporting  and  importing  regions ;  receipts  of  grain  at  in- 
terior towns  and  at  shipping  ports,  stocks  exported,  stocks 
afloat  and  arrived  out,  and  a  multitude  of  other  facts 
tending  to  fix  the  actual  value  of  wheat.  No  small  share 
of  this  information  is  that  relating  to  ocean  shipping, 
berth-room  and  charters  available  at  various  ports,  the 
quantity  of  tonnage  on  the  way  thereto,  the  prospects  of 
return  cargoes,  and  much  else  influencing  rates  of  ocean 
freights,  and  in  turn  aiding  to  determine  the  price  of 
wheat  at  Liverpool. 

This  work  has  to  be  done,  that  the  world  may  be  fed 
regularly  and  cheaply.  The  machinery  necessary  to  its 
accomplishment  has  not  been  developed  in  a  day;  and 
there  is,  undoubtedly,  still  room  for  growth  and  for  im- 
provement of  method  or  detail.  But  in  view  of  the  intri- 
cate problems  entering  into  the  work  of  securing,  "  carry- 
ing," and  distributing  surplus  wheat  from  various  portions 
of  the  globe,  briefly  outlined  above,  it  appears  almost  a 
self-evident  proposition  that  the  work  in  hand  cannot  con- 
tinue without  contracts  for  future  delivery. 

Wheat  stocks  in  the  United  States  are  from  seven  to 
ten  days  from  Liverpool;  those  in  Russia  may  be  con- 
veyed to  English  ports  in  from  twenty  to  thirty  days; 
supplies  at  ports  in  India  are  a  thirty  days'  voyage  from 
London ;  those  from  the  Argentine  Republic  require  ninety 
days,  and  from  Australia  and  California  about  five  months. 
The  requirements  of  English  and  Scotch  millers  are  for 


48  QUABTERLT  JOURNAL  OF  ECONOMICS 

various  qualities ;  and  British  importers  must  continually 
keep  in  view  the  amount  of  home  stocks,  the  relative 
wheat  harvests  and  general  quality  of  the  yields  in  ex- 
porting countries,  the  fluctuations  of  prices  abroad  and 
the  tendency  of  prices  the  world  over,  in  view  of  gen- 
erally large  or  small  yields  in  late  years, — not  omitting 
temporary  or  local  influences  in  any  large  market,  due 
to  weather  reports,  attempted  comers,  "cut  rates"  of 
transportation,  and  the  like.  This  leads  directly  to  some 
distinctly  economic  uses,  of  the  future  contract,  to  empha- 
size which  illustrations  from  actual  transactions  will  be 
useful. 

A  Glasgow  miller,  in  February  last,  desired  to  pur- 
chase 100,000  bushels  of  California  wheat  to  grind  into 
flour.  The  price  had  been  tending  upward,  due  in  part, 
perhaps,  to  some  of  the  earlier  movements  of  the  late 
wheat  comer  at  San  Francisco.  He  purchased  100,000 
bushels  of  California  wheat,  engaged  freight  room,  and 
had  it  shipped  to  Glasgow.  We  will  say  that  the  price 
and  freight  would  make  the  wheat  cost  him  in  Glasgow 
about  $1.07  per  bushel.  But  this  wheat  would  not  arrive 
out  until  September  or  October,  five  months  away.  By 
that  time,  following  the  Atlantic  coast  harvests,  and  with 
the  then  probable  renewal  of  arrivals  of  Russian  and 
Indian  wheat,  the  Glasgow  price  might  or  might  not  be 
lower  than  il.07.  In  order  to  insure  himself  against  loss, 
the  Glasgow  miller  sold  100,000  bushels  of  wheat  for 
October  delivery  at  New  York.  The  California  wheat 
arrives  at  Glasgow,  but  the  price  of  wheat  the  world  over 
has  declined,  and  the  miller  finds  that  it  has  cost  him 
two  or  four  cents  per  bushel  more  than  the  then  ruling 
price.  Under  strictly  old-fashioned  methods,  had  he  not 
sold  100,000  bushels  of  October  wheat  at  New  York,  he 
would  find  himself  at  a  decided  disadvantage  in  compe- 
tition with  millers  who  had  not  anticipated  their  wants 
as  he  had.     But  he  is  not  so  placed.     When  he   found 
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the  market  a  few  cents  lower  (the  world's  chief  mar- 
kets, under  normal  conditions,  being  on  a  parity  one  with 
the  other),  he  cabled  an  order  to  New  York  to  buy  100,- 
000  bushels  for  October  delivery.  At  the  maturity  of 
his  New  York  speculative  contracts,  he  finds  a  profit 
about  equal  to  the  loss  on  his  California  transaction.  So 
that,  notwithstanding  he  bought  100,000  bushels  of  wheat 
at  a  cost  of  $1.07  delivered,  he  in  reality  gets  this  wheat 
at  $1.03  to  $1.05,  owing  to  his  protecting  future  con- 
tracts, the  price  last  given  being,  we  will  say,  about  the 
ruling  quotation  at  the  date  of  the  arrival  out  of  the  con- 
signment from  San  Francisco.  Had  he  found  a  profit 
on  his  California  wheat  when  it  arrived, —  that  is,  had 
the  price  advanced  three  to  five  cents  per  bushel  after 
the  grain  left  San  Francisco, —  he  would  have  covered 
his  New  York  sale  at  a  corresponding  loss,  thus  leaving 
him  situated  as  before.  In  this  way,  English  millers  and 
importers  of  wheat,  buying  in  the  United  States,  Russia, 
India,  Australia,  or  elsewhere,  habitually  protect  such 
purchases  from  fluctuations  in  price,  while  in  transit 
(one  to  five  months),  by  selling  futures  against  them  at 
New  York  or  Chicago  and  later  by  covering  their  con- 
tracts. And,  when  we  consider  that  wheat  export  pur- 
chases made  in  this  country,  in  Russia,  India,  and  other 
parts  of  the  world,  aggregate  some  260,000,000  bushels 
per  annum,  and  that  a  very  large  proportion  of  the  iso- 
lated purchases  are  sold  against  in  New  York  and  Chi- 
cago, so  that  they  cost  the  buyers  no  more  delivered  than 
a  decline  while  in  transit  may  entitle  them  to,  and  that  all 
of  these  sales  are  in  time  covered  by  corresponding  pur- 
chases of  wheat,  and  that  in  all  cases  these  "specula- 
tive "  sales  and  purchases  call  for  the  actual  delivery  of 
grain,  we  may  gain  some  conception  of  the  reasons  why 
future  sales  make  so  large  a  total  every  year. 

But   these  insuring  or  protecting  sales  and  purchases 
of  grain  are  by  no  means  confined  to  foreigners,  who  buy 
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throughout  the  world  and  ship  to  Europe.  One  may  also 
find  ample  illustration  at  home.  A  New  York  merchant 
buys  100,000  bushels  of  No.  1  hard  wheat  at  Duluth,  and 
orders  it  shipped  by  vessel  to  Buffalo,  to  go  thence  to 
New  York  by  canal.  He  does  this,  not  because  he 
"wants  the  wheat  for  his  own  use,"  but  as  a  merchant 
who  believes  that  the  Duluth  price  and  the  cost  of  getting 
the  grain  to  New  York,  in  view  of  known  or  apparent 
market  conditions  or  of  anticipated  requirements  abroad, 
will  enable  him  to  sell  the  grain  in  New  York  at  a  profit. 
With  a  more  primitive  view,  he  would  ship  this  grain, 
wait  until  it  arrived,  look  for  a  purchaser,  and,  finding 
one,  sell  the  wheat  at  the  price  current  at  date  of  arrival, 
—  say,  three  weeks  after  he  bought  it.  If  at  a  profit, 
well  and  good ;  but  if  the  price  had  declined,  he  would 
sustain  a  heavy  loss,  owing  to  the  size  of  the  shipment. 
Thus,  when  the  world's  requirements  are  for  large  avail- 
able stocks,  and  the  movement  of  grain  must  be  in  large 
lots,  the  future  contract  comes  in  to  protect  the  handler. 
The  New  York  merchant,  therefore,  sells  100,000  No.  2 
spring,  September  delivery,  at  Chicago,  at  the  date  of  liis 
Duluth  purchase,  in  August.  When  the  wheat  reaches 
Buffalo,  the  price  has  advanced  and  millers  there  want 
some  No.  1  hard  wheat.  He  sells  them  25,000  bushels, 
and  buys  25,000  bushels  of  No.  2  spring  wheat  at  Chi- 
cago, September  delivery,  to  make  good  the  original 
quantity  purchased.  By  this  time,  he  has  also  sold  at 
New  York  100,000  bushels,  September  delivery,  to  an 
exporter,  and  bought  100,000  bushels  more  at  Chicago, 
relying  on  the  76,000  bushels  on  the  way  and  his  ability 
to  get  26,000  bushels  more,  before  it  is  demanded,  to 
keep  his  engagement.  When  the  76,000  bushels  of  No. 
1  hard  spring  wheat  reaches  New  York,  the  price  has 
declined  fractionally;  and  the  owner  is  enabled,  in  con- 
sequence, to  purchase  26,000  bushels  at  a  slightly  better 
price,  relatively,   than  he  had  paid  in  Duluth,  selling 
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25,000  bushels  coincidently  at  Chicago  for  September 
delivery.  He  lost  on  his  Duluth  purchase  and  on  the 
25,000  and  100,000  bushel  purchases  at  Chicago,  and 
on  the  25,000  bushel  purchase  at  New  York.  But  he 
made  rather  more  than  corresponding  gains  through  his 
sale,  spot  delivery,  of  25,000  bushels  at  Buffalo,  including 
profits  on  his  sales  of  225,000  bushels  for  September  de- 
livery at  Chicago  and  at  New  York,  so  that  he  gains  on 
sales  of  250,000  bushels  and  loses  on  the  purchases  of 
250,000  bushels.  The  transaction,  as  a  whole,  is  not 
very  profitable;  but  millers  at  home  and  abroad  get 
wheat  at  the  lowest  market  price  at  dates  of  purchases, 
the  grain  is  moved  from  Minnesota  elevators  to  Buffalo 
and  New  York  and  to  the  Glasgow  mill,  and  the  mer- 
chant whose  sagacity,  energy,  and  foresight  led  him  to 
aid  in  the  undertaking,  even  when  price  conditions  were 
unfavorable,  is  able  to  protect  himself  from  excessive 
loss,  without  depressing  the  price  to  the  original  holder, 
who  represents  the  grower,  and  without  having  an  in- 
centive (not  to  mention  the  ability)  to  unduly  advance 
the  price  to  the  consumer,  as  represented  by  the  miller. 
This  transaction  is  simpler  than  thousands  which  take 
place  at  the  leading  grain  centres  throughout  the  United 
States  almost  daily.  The  quantities  of  wheat  involved 
may  or  may  not  amount  to  500,000  bushels ;  but  the  total 
nominal  transactions,  those  which  may  take  place  while 
the  grain  is  in  transit,  and  the  protecting  sales  (which 
always  amount  to  double  the  quantity  first  purchased) 
may  be  three  or  twenty  times  the  actual  quantity  on 
which  they  are  based.  Here,  too,  one  may  find  an  eco- 
nomic purpose  in  the  collection  and  grading  and  main- 
taining in  good  condition,  by  means  of  weighers  and 
inspectors  at  the  chief  interior  and  seaboard  cities,  of 
large  stocks  of  wheat, —  in  addition  to  the  incentive 
which  comes  from  a  desire  to  hold  it  in  readiness  to  take 
advantage  of  a  demand  at  home  and  abroad. 
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Considerations  such  as  these  naturally,  raise  the  ques- 
tion as  to  the  proportion  of  sales  of  cash  wheat  and  of 
wheat  on  future  contracts.  While  official  circulars  of  the 
grain  exchanges  at  the  principal  Eastern  and  Western 
wheat  markets  give  a  daily  record  of  sales  of  wheat,  spot 
and  future  delivery,  it  may  be  fairly  questioned  if  any 
of  them  succeeds  in  reporting  all  of  such  sales.  Official 
reporters  on  the  exchanges,  note-books  in  hand,  call  on 
the  members  of  the  boards  while  on  the  floors,  daily,  with 
requests  for  the  amount  and  character  of  sales  made  and 
prices  obtained.  But  complete  returns  are  not  always 
furnished.  Furthermore,  the  statisticians  or  secretaries 
of  the  exchanges,  so  far  as  I  can  learn,  do  not  give 
in  any  instance  aggregates  of  cash  or  future  sales,  by 
weeks  or  by  months,  so  that  there  is  no  available  report 
having  an  official  character.  So  important,  however,  are 
records  of  this  kind,  indicating,  as  they  probably  do  when 
considered  over  extended  periods  of  time,  a  fairly  con- 
stant proportion  of  the  actual  totals,  that  I  have  been  at 
some  pains  to  go  over  the  official  daily  circulars  of  the 
New  York  Produce  Exchange,  to  learn  what  the  details 
mean  when  collated,  added,  and  classified.  Here  is  the 
result :  — 
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TOTAL    RECORDED    SALES  OP    WHEAT    AT    THE  NEW 
YORK  PRODUCE  EXCHANGE. 
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The  arrangement  of  the  totals  by  weeks  indicates  the 
average  fluctuations  in  the  volume  of  transactions  for  both 
spot  and  future  delivery,  during  a  period  with  the  char- 
acteristics of  which  we  are  all  more  or  less  familiar.     The 

*Tlia  "call "  is  »  dul;  formal  ^tharmg-  of  the  member*  of  the  boaid, 
where  each  staple  in  wliich  there  are  regularly  establiahed  dealing  in  officially 
"  called  "  in  a  specified  order  and  a  record  >■  kept  of  the  pric«s  thus  fixed  and 
the  partiee  to  tlie  traouctiaii,  the  lales  being  made  by  aactioo  to  tfae  higheat 
bidder.  Tramaction  here  are  formal  aa  oi^oaad  to  the  informality  of  deal- 
inga  carried  on  in  the  wheat-pit.  It  ia  on  call,  alas,  tliat  tradei  ate  cloaed  oat 
by  buying  in  or  aelling  oat  under  the  role,  after  ooinplunt  to  the  gnua  ooin- 
mittee  of  oommoditia  defaolted  on,  nnder  contract.  In  thia  way,  aettlementa 
of  the  cDiitnclB  of  failing  tradera  are  mattata  of  record.  The  call  alio  enablea 
banks  and  others  lending  money  on  grun  aa  a  seoority  to  know,  day  by  day, 
what  are  the  officially  eatabliahed  prices. 
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total  sales  of  cash  wheat  (spot  delivery)  during  the  six 
months  are  equal  to  about  twice  the  receipts  at  New  York 
during  that  time,  omitting  quantities  necessary  to  main- 
tain stocks  and  local  mill  requirements.  Sales  by  con- 
tract for  future  delivery  at  New  York  within  the  six 
months  amounted  to  about  thirty-five  times  the  receipts 
of  wheat  within  that  period,  and  comprise  941  per  cent, 
of  the  total  cash  and  future  sales.  The  future  sales  as 
reported  are  nearly  double  the  total  reported  harvest  of 
wheat  in  the  United  States  in  1886,  which  was  457,000,- 
000  bushels.  The  totals  of  cash  and  future  sales  at  both 
New  York  and  St.  Louis,  the  leading  red  winter  wheat 
markets,  as  given  in  detail  only  in  official  reports  of  the 
grain  exchanges  at  those  cities,  both  on  and  off  calls,  are 
found,  after  careful  compilation,  to  be  as  follows :  — 


Daring  flnt  half  1887. 

Sales,  cash. 

Sales,  fntnres. 

At  New  York,  bnshelB, 

AtSt.Lonlii,        *<          

48,836,000 
6,675,000 

867,6M,000 
lS4,r20,000 

Total  sales,  busliels, 

54,511,000 

1,002,314,000 

It  is  undoubtedly  well  within  the  limits  of  probability  to 
assert  that  future  sales  of  wheat  at  St.  Louis,  Chicago, 
and  Toledo,  with  like  trading  at  leading  Atlantic  ports, 
aggregated  during  the  first  half  of  1887  considerably  in 
excess  of  2,000,000,000  bushels  of  wheat ;  in  other  words, 
that  they  more  than  equalled  the  total  production  of 
wheat  in  the  world  in  1886.* 

There  is,  however,  a  class  of  men  trading  in  futures 
in  addition  to  those  already  outlined.  There  are  mem- 
bers of  Boards  of  Trade   and   Produce   Exchanges  who 

*I  know  of  no  other  report  of  afn^x'effates  of  sales  of  wheat  futures  over  a 
considerable  period  of  time,  and  have  sought  to  compile  this  from  insufficient 
data,  with  the  intention  of  making  a  statement  as  to  the  probable  situation, 
whether  the  result  on  the  surface  appear  to  the  advantage  of  those  most  inter- 
ested or  not. 
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sell  and  buy  wheat  with  no  intention  of  being  con- 
nected with  the  work  of  moving  or  marketing  the  crops, 
—  "speculators  pure  and  simple."  At  times,  a  group 
of  them  may  sell  futures  furiously,  merely  for  the  puj> 
pose  of  depressing  prices.  Should  buyers  be  scarce,  this 
onslaught  would  be  likely  to  result  in  prices  going  ofiP, 
when  the  sellers  might,  as  they  frequently  do,  cover  their 
short  sales  at  a  profit;  or  the  intention  may  fail  abso- 
lutely, as  is  more  often  the  case,  unless  action  is  based 
on  the  broader  conditions  of  the  market,  and  aided  by 
special  information  or  better  insight  into  the  operations  of 
demand  and  supply  in  the  near  future.  This  may  be  the 
beginning  and  the  end  of  the  operator's  interest  in  wheat. 
But  the  volume  of  trading  in  futures  is  not  made  up  of 
transactions  of  this  character.  When  it  is  recalled  how 
the  interior  wheat  buyer,  the  city  grain  merchant,  the 
miller,  the  exporter,  and  the  foreign  importer  or  miller 
are  all  engaged  daily  in  securing  and  moving  or  selling 
lots  of  wheat,  varying  from  8,000  to  500,000  and  even 
more  bushels,  and  that  purchases  of  parcels  of  spot  grain 
to  be  moved  are  protected  by  sales  of  futures,  which 
have  to  be  covered  later  by  purchases,  it  is  easy  to  see 
where  the  bulk  of  trading  in  futures  comes  from;  and 
there  is  also,  in  the  estimation  of  the  writer,  a  reason- 
able and  proper  cause  for  operations  of  this  nature. 

Still,  it  is  urged — as,  for  example,  by  a  San  Francisco 
journal  —  that  trading  in  futures  furnishes  the  opportunity 
"and  a  temptation  "  that  "few  care  to  resist  to  get  up  a 
corner  on  the  market,  and,  as  in  the  present  instance" 
(June,  1887),  cause  "universal  embarrassment  and  wide- 
spread ruin  and  disaster."  Now,  it  must  be  remembered 
that  "corners"  thrive  on  special  information,  or  intelli- 
gence in  the  exclusive  possession  of  those  having  large 
experience  and  means:  whereas,  the  growing  tendency 
of  tlie  present  system  of  trading  is  towards  the  collection 
and  dissemination  of  better  and   more   complete  intelli- 
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gence  regarding  production,  stocks,  transportation,  and 
consumption  of  the  product.  Comers  in  food-stufPs  were 
formerly  far  more  successful  than  of  late  years. 

The  meaning  of  an  attempted  comer  is  that  the 
would-be  cornerers  believe  that  the  probable  supply  will 
not  be  equal  to  the  expected  demand,  together  with  re- 
quirements for  maintaining  what  are  denominated  mini- 
mum stocks  on  hand.  The  past  eight  months  are  strewn 
with  the  wrecks  of  attempted  corners  in  cotton  at  Galves- 
ton, New  York,  and  Liverpool,  and  wheat  at  San  Fran- 
cisco and  Chicago.  Confining  attention  to  those  in  wheat, 
it  may  be  premised  that  the  real  —  that  is,  the  statistical 
—  basis  of  the  San  Francisco  and  Chicago  attempts  to 
comer  wheat  was,  on  the  face  of  it,  sufficient  to  indicate 
probable  success.  English  and  French  stocks  were  lower 
than  they  had  been  for  years.  The  government  Agricult- 
ural Bureau  reported  a  crop  of  457,000,000  bushels  of 
wheat  (both  coasts)  in  1886 ;  and  various  investigations 
of  "  invisible  "  wheat  stocks  in  the  United  States  on  July 
1,  1886  (stocks  of  wheat  in  and  out  of  farmers'  hands, 
not  in  sight  at  specified  points  of  accumulation),  indi- 
cated that  our  visible  and  invisible  wheat  supplies  a  year 
ago  amounted  to  about  75,000,000  or  80,000,000  bushels. 
The  calculation  of  probable  wants  ran  about  as  follows : 

Bushels. 

Crop  of  wheat,  1886,        457,000,000 

Wanted  at  home,  to  July  1,  1887,  for  food  aud  seed,  etc.,    335,000,000 

Apparent  probable  supply  available  for  export,      .    .    .     122,000,000 

or  4,000,000  bushels  less  than  the  annual  average  exports 
since  1881.  This,  in  the  face  of  low  stocks  abroad,  the 
growth  of  population  and  the  decline  in  the  average 
annual  export  price  of  wheat  in  the  United  States  from 
106.6  cents  per  bushel  in  the  year  ending  June  30,  1884, 
to  an  average  of  87  cents  per  bushel  in  the  three  years 
following,  was  believed  (as  subsequently  proved  to   be 
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true)  to  point  to  excessive  takings  for  export  during  the 
year  ending  June  80, 1887.  To  supply  such  a  demand, 
the  supposed  reserves  would  have  to  be  depleted.  Hence, 
the  notion  of  the  practicability  of  a  comer  in  the  late 
months  of  the  last  cereal  year. 

Simplifying  the  operations  of  those  who  conducted  the 
cornering  operations,  we  find  that  they  went  into  the  mar- 
ket in  the  cities  named  in  the  earlier  months  of  the  year, 
and  bought  all  the  June  wheat  that  they  could  induce 
members  of  the  exchanges  to  contract  to  deliver  to  them ; 
that  is,  a  regiment  of  San  Francisco  speculators,  as  well 
as  thousands  of  farmers  and  others,  contracted  to  deliver 
so  many  thousand  bushels  of  wheat  during  June.  In  Chi- 
cago, hundreds  of  traders,  and  others  there  and  through- 
out the  country,  notably  the  large  millers  of  the  North- 
west,* sold  likewise  for  future  delivery  to  the  "  clique " 
at  Chicago.  The  price  of  wheat  advanced  at  Chicago  and 
at  San  Francisco,  and,  as  inevitable,  though  to  a  less  de- 
gree, throughout  the  world's  markets ;  that  is,  the  price 
of  the  cornered  future  advanced,  as  that  was  in  demand. 
I  have  not  heard  those  who  sold  these  millions  of  bushels 
of  wheat  called  cornerers  nor  gamblers,  nor  are  they  gen- 
erally regarded  as  having  helped  a  corner.  Yet  they  sold 
what  they  did  not  possess,  expecting  to  be  able  to  obtain 
it  in  time  to  make  a  good  delivery.  Many  millions  of 
bushels  of  wheat  were  sold  (at  Chicago)  by  those  who 
had  wheat  in  elevators  in  Minnesota,  held  largely  for 
milling  purposes.  This  they  sold  against  in  Chicago,  and 
shipped  the  wheat  to  meet  the  contracts  as  rapidly  as 
they  could  get  cars  to  carry  it.  In  fact,  every  "  short " 
expected  to  have  to  make  good  his  contracts  to  deliver 
wheat. 

Never  was  there  a  better  illustration  of  whether  future 
contracts  are  based  on  actual  deliveries  or  not  I  Chicago 
warehouses  and  elevators  were  bursting  with  grain.  Side- 
tracks for  miles  without  the  city  were  blocked  with  cars 

*  As  publicly  annognced,  and  not  denied* 
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of  graio,  which  it  was  impossible  to  unload  at  times  for 
want  of  storage  facilities.  If  this  comer  was  purely  a 
gamble  on  the  mere  price  of  the  article,  it  would  appear 
that  there  was  an  unnecessary  outcry  at  Chicago  over 
the  lack  of  room  to  store  the  grain  shipped  there.  And, 
finally,  it  was  the  shorts  who  "  broke  "  the  Cliicago  and 
San  Francisco  corners,  by  demonstrating  that  interior 
supplies  were  ample  for  actual  requirements. 

Of  the  effect  of  the  cornering  operations,  even  in  a  case 
where  they  failed,  some  are  too  obviously  mischievous  to 
require  comment.  The  fever  of  speculation  which  was 
generated  for  the  time  being,  the  depressing  reaction  which 
followed,  and  the  injury  to  trade  in  other  lines  by  the 
locking  up  of  large  sums  of  money  in  banks  at  leading 
grain  centres,  are  evils  universally  recognized.  No  doubt, 
too,  such  considerable  interests  as  the  California  and 
Chicago  milling  industries  were  injured.  The  price  of 
wheat  flour  in  California  was  advanced,  owing  to  the  rise 
in  the  price  of  wheat,  from  $5  to  $6.30  per  barrel;  and 
Minnesota  wheat  invaded  the  Pacific  Coast,  and  sold 
there  at  $5  per  barrel.  Chicago  millers  were  similarly 
troubled,  although  the  public  there,  too,  were  relieved 
from  anxiety.  Trade,  moreover,  between  San  Francisco 
and  the  United  Kingdom  was  disturbed,  owing  to  the  ad- 
vance in  ocean  freight  rates,  caused  by  the  fear  of  not 
securing  return  cargoes  of  wheat,  owing  to  cornering 
operations. 

On  the  other  hand,  it  is  to  be  said  that  the  confident 
assertions  as  to  our  exports  of  wheat  being  cut  off  by  an 
artificially  stimulated  price  are  not  supported  by  facts. 
Shipments  of  wheat  (and  flour  as  wheat)  from  July  1, 
1886,  to  July  1,  last,  were  the  largest  since  1879-80  and 
1880-81,  aggregating  nearly  160,000,000  bushels.  On 
August  1,  the  London  Miller  said,  "American  wheat 
shipments  to  the  United  Kingdom  will  be  seen  to  have 
been  heavier  in  the  past  month  than  at  any  other  period 
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of  the  cereal  year."  But  this  is  not  merely  an  after- 
sight.  On  May  SO,  the  Chicago  Tribune  reported  that 
**  arrangements  have  been  made  to  ship  some  20,000,000 
bushels  from  the  Atlantic  seaboard  during  June." 

In  fact,  the  alleged  rise  of  wheat  and  the  declamatory 
talk  about  "raising  the  price  of  bread"  were  not  true, 
even  during  the  lives  of  the  "cliques."  The  contract 
grade  at  Chicago  is  No.  2  spring  wheat.  At  New  York, 
from  April  1  to  July  1,  spring  wheat  patent  flour  did  not 
vary  materially  in  price,  except  during  the  latter  half  of 
June,  when  it  ranged  a  trifle  lower.  Since  the  break  in 
the  Chicago  corner,  prices  of  wheat  have  been  "lower 
than  ever  before  "  the  world  over,  which  must  result  to 
the  distinct  advantage  of  the  miller,  and  hence  of  the 
consumer,  in  all  directions.  The  Buffalo  Milling  Worldy 
writing  of  the  Minneapolis  millers  and  the  collapse  of  the 
Chicago  wheat  comer,  says :  — 

Prices  fell  about  10  cents,  and  it  is  estimated  that  Minneapolis 
millers  took  from  1,500,000  to  2,000,000  bushels  at  a  decline  of  about 
8  cents  a  bushel.  This  means  a  difference  of  nearly  40  cents  a 
barrel,  which,  while  of  course  not  all  profit,  makes  an  appreciable 
difference  in  the  millers'  accounts. 

The  Chicago  Tribune^  referring  to  the  reaction  in  prices 
after  the  panic  at  the  Chicago  Board  of  Trade,  said  on 
July  22 :  — 

The  straight  grade  of  No.  2  Chicago  spring  wheat  sold  in  this  mar- 
ket last  Wednesday  at  twenty-nine  shillings  per  quarter  in  the  harbor 
at  Liverpool,  being  equal  to  only  87  cents  per  bushel,  "cost,  freight, 
and  insurance."    This  was  the  lowest  price  ever  reported. 

The  London  Millers'  Gazette  advances  the  opinion  (in 
August)  that:  — 

With  regard  to  the  present  general  position,  it  is  true  that  prices 
of  foreign  wheat,  and  especially  of  American  wheat,  are  now  more 
advantageous  to  the  home  miller  than  they  have  been  for  a  long  time 
past;  for  red  American  wheats  were  perhaps  never  so  cheap,  rela- 
tively, as  they  are  now. 
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The  truth  is  that  the  advance  in  the  price  of  wheat  at 
Chicago  from  Febmarj  to  May  was  not  material.  Dur- 
ing the  following  six  weeks  there  was  a  net  gain  of  11 
or  12  cents  per  bushel,  followed  by  a  drop  of  26  cents  per 
bushel,  after  the  crash  of  June  14.  At  New  York,  the 
corresponding  gain  in  price,  May  to  June  14,  was  about 
8  cents  per  bushel;  and  the  reaction  in  sympathy  with 
the  break  at  Chicago  was  about  10  cents  per  bushel 
(to  July  2)  as  compared  with  two  and  one-half  times 
that  amount  at  the  seat  of  the  disturbance.  While,  there- 
fore, the  extra  prices  paid  for  grain  by  speculators  —  par- 
ticipants in  the  clique  movements  at  Chicago  and  San 
Francisco  —  were  in  fact  distributed  among  thousands  of 
merchants  and  millers  and  farmers  in  the  West  and  North- 
west and  on  the  Pacific  Coast,  the  price  of  wheat  aver- 
aged much  lower  than  it  would  have  been  likely  to, 
except  for  the  attempts  to  comer,  which  reflects  itself  in 
cheaper  bread  for  millions. 

It  is  in  the  face  of  such  facts  as  these  that  the  Knights 
of  Labor  were  counselled  by  their  executive  head  "to  keep 
their  eyes  turned  towards  the  produce  exchange ;  and,  the 
moment  the  grain  or  produce  gambler  announces  that 
there  is  a  scarcity  in  a  certain  article  of  food,  every  mem- 
ber should  resolve  that  until  the  unhallowed  hand  of  the 
speculator  has  been  removed  not  an  ounce  more  than  can 
be  avoided  will  be  purchased."  Of  course,  such  a  boycott 
as  this,  if  it  could  be  carried  into  effect,  would  be  a  god- 
send to  the  speculative  operators ;  for,  in  order  to  secure 
fabulous  profits,  they  would  only  have  to  sell  wheat 
"short"  ad  lib. 

The  outcome  of  such  an  experience  as  we  have  had 
with  corners  this  year  must  be  to  discourage  them  se- 
riously. Men  may  talk  of  laws  against  cornering  food 
products  in  the  great  exchanges,  but  there  never  was  and 
there  never  is  likely  to  be  a  law  which  can  prevent  one 
man  or  set  of  men  from  buying  that  which  is  regarded  as 
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cheap,  to  any  extent  that  others  may  be  willing  to  sell,  or 
to  contract  to  sell,  provided  the  buyer  be  able  to  pay  for 
it.  Nor,  as  has  been  well  suggested,  could  any  court  con- 
vict and  punish  so  severely  and  promptly  as  the  inexorable 
laws  of  trade  punish  the  speculator  who  trespasses  too  far 
on  the  peace  of  the  community.* 

The  general  business  transactions  of  the  world  to-day, 
not  only  in  wheat  and  corn  and  oats,  but  in  cofiPee  and 
sugar,  in  cotton,  in  petroleum  and  tobacco,  in  iron  and 
steel,  woollen  and  cotton  goods,  in  building  of  all  varieties, 
and  even  the  dealings  of  the  humblest  retail  grocer,  are 
found,  upon  analysis,  to  be  conducted  on  the  basis  of  future 
contracts,  either  expressed  or  understood.  For  example, 
supplies  of  sugar  and  cofiPee  are  contracted  from  the  im- 
porter or  jobber  by  interior  houses  on  the  basis  of  a  future 
delivery ;  and  the  importer  in  selling  sells  a  future,  and 
often  goes  ''  short "  in  so  doing,  relying  on  his  ability  to 
buy  the  product  in  time  to  ship  it.  And  when  many 
retail  grocers  throughout  the  country  refused  to  buy 
stocks  of  coffee  early  in  1886,  believing  that  the  advance 
in  price  was  too  rapid  and  could  not  be  sustained,  they 
practically  went  short  of  the  coffee  market,  to  their  cost; 
for  they  all,  sooner  or  later,  had  to  buy  at  much  higher 
prices. 

The  great  grain  markets  of  the  country  have  systema- 
tized the  universal  practice,  and  surrounded  themselves 
with  safeguards  to  permit  the  more  efficient  and  satisfac- 

*  The  New  York  Evening  Post  in  June  last  said  on  this  subject :  **  Tester- 
day,  a  oliqae  of  wheat  comerers  at  Chicag:o  were  fined  more  than  a  miUion 
dollars  for  this  offence,  and  the  fine  was  instantly  paid.  No  pnblio  expense 
was  incurred  in  pmsecutiniir  the  offenders.  The  State's  Attorney  was  not  called 
npon  to  render  any  service.  There  was  no  prand  jury  to  find  an  indictment, 
and  no  petit  jury  to  try  it,  no  straggle  between  the  prosecution  and  the  defence 
oyer  the  selection  of  jurors,  no  attempt  at  embracery,  no  exceptions  to  the  rul- 
ings of  the  court,  no  appeal  to  the  higher  courts,  and  no  petition  for  executiye 
clemency.  It  need  hardly  be  said  that  no  court  or  jury  would  ever  impose  a 
fine  of  a  million  dollars  in  such  a  case,  and  that  no  sheriff  would  erer  be  able 
to  collect  it  if  it  were  imposed.  .  .  .  The  million  dollar  fine  was  not  only  col- 
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tory  marketing  and  distribution  of  the  worid's  crops  of 
wheat.  It  has  been  seen  that  the  greater  share  of  transac- 
tions in  futures,  which  have  been  aptly  termed  an  adapta- 
tion of  probable  supplies  to  anticipated  requirements,  con- 
sist of  protecting  purchases  and  sales,  to  insure  against 
loss  on  wheat  in  transit,  owing  to  fluctuations  in  prices 
during  the  time  occupied  by  shipment.* 

The  system  of  dealing  in  wheat  by  means  of  future  con- 
tracts may  therefore  be  declared  to  result  in  positive  and 
direct  economic  advantages.  It  furnishes  a  ready  market 
to  the  producer,  who  can  no  longer  carry  necessary  sur- 
plus stocks.  It  affords  a  means  of  transporting  wheat 
from  far  distant  producing  countries  at  a  fixed  price  de- 
livered, at  a  minimum  of  loss  through  fluctuations  of 
prices  while  in  transit.  It  enables  the  trade  to  collect 
enormous  stocks  of  wheat  and  carry  them  over  from  sea- 
sons of  plenty  to  seasons  of  scarcity,  without  loss  to 
producers,  millers,  or  consumers  (when  considered  over 
considerable  periods  of  time),  as  may  be  shown  by  the 
records  of  the  decline  in  prices  of  wheat  and  of  flour, 

looted  in  a  Bummary  maimor  from  the  wheat  oomeren,  bat  it  was  ooUeoted 
from  each  of  them  in  the  right  proportions,  and  from  the  absentees  as  weU  as 
those  present.  If  there  were  any  participants  residing  in  London  or  Liverpool, 
they,  too,  paid  their  proper  share.  .  .  .  Judgment,  execution,  and  punishment 
aU  oame  instantaneously.  There  was  a  flash  of  lightning  and  a  clap  of  thun- 
der ;  and  then  the  sun  oame  out,  and  everything  was  serene  again.  The  world 
is  going  on  as  before,  and  is  just  as  rich  as  before.  There  has  been  a  transfer 
of  capital  here  and  there.  It  has  generally  been  from  the  pockets  of  the  specu- 
lating class  to  those  of  the  producing  class.'' 

*  Well-informed  and  experienced  members  of  the  grain  trade  have  the  im- 
pression that  this  class  of  dealings  in  futures  constitutes  by  far  the  greater  share, 
in  the  absence  of  special  temporary  disturbing  influences.  If  100,000,000  bushels 
of  actual  wheat  were  moved  in  the  United  States  east  of  the  Rocky  Mountains, 
between  January  1  and  July  1,  last, —  a  low  estimate, —  and  150,000,000  from  ex- 
porting countries,  we  may  regard  250,000,000  bushels  as  an  approximate  total  of 
the  quantity  against  which  double  that  amount  of  protecting  sales  were  prob- 
ably made  at  New  York  and  Chicago  during  the  period  specified.  This  esti- 
mate allows  for  no  intermediate  sales  and  purchases,  which  at  the  lowest 
estimate  are  likely  to  treble  the  grand  total,  thus  accounting  for  at  least  three- 
fifths  of  the  probable  aggregate  of  trades  in  futures  at  New  York,  Chicago,  and 
St.  Louis  in  the  first  half  of  the  current  year. 
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together  with  those  of  the  growth  of  heavy  interior  and 
seaboard  stocks  awaiting  the  first  telegraphic  demand. 
The  tendency  is  also  to  equalize  prices  the  world  over,  as 
a  casual  inspection  of  grain  exchange  circulars  will  attest, 
and  to  minimize  fluctuations  by  keeping  the  markets,  and 
through  them  the  world  at  large,  abreast  of  developments 
as  to  crops,  the  yield,  quality,  stocks  on  hand  or  in  transit, 
and  the  course  of  prices  at  all  important  centres. 

That  in  the  long  run  these  results  inure  to  the  ad- 
vantage of  the  consumer,  and  that  like  any  other  improve- 
ment in  production  or  distribution  the  elaborate  organiza- 
tion of  trade  cheapens  the  product  for  him,  admits  of  no 
question.  This  gain  has  to  be  accepted,  no  doubt,  like 
most  others,  subject  to  the  risk  (probably  a  diminishing 
risk)  of  abuse.  But  an  impartial  examination  and  sober 
judgment  of  the  facts,  I  believe,  can  lead  to  no  other  con- 
clusion than  that,  on  the  whole,  the  community,  after  all, 
purchases  at  a  cheap  rate  the  advantages  resulting  to  it 
from  the  dealings  in  futures. 

Albebt  C.  Stevens. 
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Otjb  readers  will  be  glad  to  hear  that  there  is  a  project  well 
advanced  for  publishing  in  England  an  economic  journal,  to 
be  issued  quarterly.  The  new  periodical  will  probably  be 
edited  from  Cambridge,  under  the  charge  of  Professor  Mar- 
shall, and  the  hearty  co-operation  of  the  leading  economists 
of  England  is  promised.  Its  establishment  is  not  yet  assured ; 
but  the  plan  has  been  mature  in  the  minds  of  the  projectors 
for  some  time,  and  is  likely  to  be  carried  out  in  the  course  of 
the  coming  winter.  There  is  a  place  for  such  a  journal  in 
England,  where  there  is  at  present  no  convenient  medium  for 
the  interchange  of  thought  and  the  publication  of  mono- 
graphs, while  there  is  growing  activity  and  interest  in  eco- 
nomic subjects.  The  Journal  of  ike  Statistical  Society  alone 
is  in  the  field,  and  occupies  but  a  small  part  of  it. 


The  FivBt  Report  of  the  Britieh  Oold  and  Silver  CommiS" 
sion^  just  issued,  is  characterized  by  the  absence  of  valuable 
material  either  in  the  testimony  or  appendices.  It  is  evident 
that  no  trustworthy  collection  of  prices  in  India  can  be 
looked  for  from  this  source.  The  evidence  is,  as  in  the  case 
of  Mr.  Palgrave,  mainly  a  commentary  on  material  already 
in  the  hands  of  the  public, —  chiefly  on  that  given  in  the 
Third  Meport  of  the  Commission  on  the  Depression  of  Trade, 
Mr.  Giffen's  testimony  is  significant  for  an  admission  that 
there  are  no  practical  means  of  telling  whether  gold  has 
risen  or  fallen  in  value.     (Q.  858,  868.) 

The  poverty  of  results  may  be  due  either  to  a  dying  inter- 
est among  the  English  in  the  practicability  of  bimetallism 
since  the  sale  of  silver  by  Germany  to  Egypt  or  to  a  convic- 
tion that  the  Commission  was  appointed  to  satisfy  a  passing 
clamor,  and  was  intended  more  for  political  than  for  scientific 
purposes.  It  is  understood  that  a  succeeding  volume  will 
contain  answers  to  inquiries  sent  to  specialists  throughout  the 
world. 
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The  ClarendoD  Press  will  shortly  publish  a  collection  of 
letters  from  Ricardo  to  Malthas,  which  will  form  an  interest- 
ing and  important  contribution  to  the  history  of  economic 
thought.  The  letters  will  be  edited  by  their  discoverer,  Mr. 
James  Bonar,  the  able  writer  of  the  recent  volume  on  Malthus 
and  his  work.  There  are  eighty-eight  of  them,  covering  the 
years  from  1810  to  1823.  They  are  private  and  informal  dis- 
cussions of  the  subject  in  which  the  correspondents  were 
interested,  sometimes  based  on  previous  oral  discussions,  some- 
times written  in  answer  to  letters  from  Malthus  to  Ricardo, 
of  which,  unfortunately,  none  have  as  yet  been  found. 

A  great  variety  of  topics  is  touched  in  this  correspondence, 
the  currency,  the  foreign  exchanges,  and  the  corn  laws  being 
more  prominent  in  the  earlier  letters,  while  in  those  of  later 
date  the  problems  of  distribution  and  of  value  come  to  the 
foreground.  Much  light  may  be  expected  from  them  on  the 
development  of  Ricardo's  thought  and  on  the  interpretation 
which  Ricardo  himself  would  have  wished  to  put  on  certain 
much  disputed  points  in  his  theories.  Although  there  is  com- 
paratively little  about  private  affairs  in  the  letters,  they  yet 
serve  to  throw  light,  also,  on  Ricardo's  personality,  in  regard 
to  which  there  has  been  not  a  little  misconception  among  those 
writers  on  the  history  of  economics  who  are  disposed  to  cut 
loose  entirely  from  his  doctrines. 


Professor  H.  S.  Foxwell,  the  editor  of  the  late  Profes- 
sor Jevons's  Investigations  in  Currency  and  I^inance^  is  now 
editing,  and  will  publish  in  the  course  of  the  winter,  part  of 
an  unfinished  treatise  on  political  economy,  on  which  Jevons 
was  engaged  at  the  time  of  his  death.  Hardly  more  than  a 
fragment  of  the  contemplated  work  was  left  in  such  a  state 
as  to  admit  of  publication.  But  this  fragment,  which  was  to 
have  formed  the  first  book  of  the  treatise,  contains  that  part 
of  it  which  would  probably  have  been  most  interesting  and 
significant  to  economists.  Jevons  began  his  exposition  with 
a  discussion  of  consumption,  and  with  a  description  and  anal- 
ysis of  the  structure  of  the  social  body.  It  is  not  entirely 
without  precedent  to  approach  the  subject  from  this  point  of 
view ;  yet  it  is  unusual,  and  points  to  a  mode  of  presenting 
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economic  principles  which  is  likely  to  prove  beneficial,  and  to 
be  frequently  adopted  in  the  future.  In  the  hands  of  an  acute 
and  original  thinker  like  Jevons,  it  cannot  fail  to  be  suggestive 
and  instructive. 

Thb  legislation  of  Germany  for  the  compulsory  insurance  of 
laborers  against  accident,  of  which  the  details  may  be  learned 
from  the  appendix  to  the  present  issue,  has  now  been  put  fully 
into  operation.  Some  information  as  to  its  working  is  given 
in  the  two  reports  for  1885  and  1886  which  the  Imperial  In- 
surance Bureau,  itself  a  creature  of  this  legislation,  has  laid 
before  the  Reichstag,  and  which  are  published  in  the  Bureau's 
AnUliche  Nachrichtm  of  May  1,  1886,  and  March  15,  1887, 
respectively. 

The  first  report,  for  1885,  gives  an  account  of  the  prepara- 
tory steps  by  which  the  Bureau  was  kept  busy  during  the 
first  year  of  its  activity,  the  chief  of  them  being  the  organiza- 
tion of  the  BerufBgenoBBenBchaften^  which  are  the  insuring 
bodies.  By  the  close  of  September,  1885,  the  organization  of 
fifty-seven  of  these  associations  had  been  carried  so  far  that 
the  act  of  1883  for  insurance  against  accident  could  go  into 
effect.  The  second  report,  for  1886,  notes  the  final  steps  in 
the  organization  of  the  BefrufBgeno6Ben%chaften^  which  can 
hardly  be  said  to  have  begun  to  exercise  their  functions  before 
the  beginning  of  that  year.  A  certain  number  of  associations 
were  moreover  added  in  1886,  so  that  at  its  close  there  existed 
sixty-two,  embracing  in  round  numbers  233,000  establishments 
and  insuring  against  accident  over  3,100,000  workmen.  In 
addition,  some  265,000  persons  employed  in  public  works  have 
been  brought  substantially  within  the  scope  of  the  act. 

During  the  last  quarter  of  1885,  268  accidents,  on  account 
of  which  indemnities  were  due,  occurred,  and  18,146  marks 
were  paid  in  indemnities.  During  the  year  1886,  when  the 
act  fairly  went  into  operation,  a  provisional  statement  gives 
10,414  as  the  number  of  accidents  for  which  indemnities  were 
paid.  Of  these  accidents,  2,394  had  brought  about  disability 
lasting  from  three  to  six  months,  3,636  had  caused  a  partial 
disability  of  permanent  duration,  1,701  had  caused  complete 
and  permanent  disability,  and  2,683  were  fatal.  The  in- 
denmities  paid  during  1886  amounted  to  1,764,704  marks. 
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No  statement  of  the  financial  accounts  of  the  Berufsgenoi- 
aenschq/ten  has  yet  been  made,  except  for  the  first  quarter 
of  their  operations,  from  October  1,  1885,  to  January  1,  1886. 
During  that  quarter,  it  seems  that  the  running  expenses 
amounted,  in  round  numbers,  to  573,000  marks,  to  which 
should  be  added  10,000  marks  for  certain  expenses  in  investi- 
gating accidents,  holding  courts  of  arbitration,  and  the  like. 
In  addition,  a  sum  of  nearly  400,000  marks  was  laid  out  for 
the  expenses  of  first  organization.  In  the  course  of  the  dis- 
cussions which  have  arisen  in  Germany  on  the  operation  of 
the  act,  it  has  been  alleged  that  the  running  expenses  of  the 
JBerufsgenossenschaJten  are  unduly  high,  and  that  insurance 
by  them  costs  more  than  similar  insurance  by  private  insur- 
ance companies  had  cost.  On  the  other  hand,  in  two  articles 
in  the  official  organ  of  the  associations,  Die  Berufsgenossen- 
schq/t,  of  March  25,  1887,  the  conclusion  is  reached  that  insur- 
ance under  the  act  is  cheaper  than  private  insurance.  The 
reports  of  the  Insurance  Bureau  as  yet  fail  to  give  materials 
for  a  fair  consideration  of  this  point,  and  it  remains  to  be  seen 
whether  the  machinery  of  compulsory  insurance  is  more  cum- 
brous and  expensive  than  is  warranted  by  the  results  it 
achieves. 

In  a  recent  address,  Sir  Bemhard  Samuelson  expressed  the 
opinion  that  the  trade  of  the  United  Kingdom  is  now  carried 
on  "  more  and  more  uj)on  a  cash  basis."  The  extent  to  which 
this  opinion  prevails  has  led  the  Economist  to  make  some 
investigations,  showing  results  which,  although  not  wholly  de- 
cisive, tend  to  confirm  the  general  belief,  and  are  by  them- 
selves not  a  little  curious. 

Passing  by  a  rather  marked  decline  in  the  London  clearings, 
which  may  come  either  from  fewer  bills  or  from  fewer  checks, 
the  receipts  of  the  inland  revenue  from  stamps  on  biUs  of 
exchange  and  promissory  notes  show  a  remarkable  decline,  as 
follows :  — 

Tear  ending  with  March,  1883, £757,918 

"        1884, 745,101 

1885, 698,950 

1886, 653,354 

1887, 641,399 
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As  a  part  of  this  decline  at  any  rate  mast  be  caused  by  the 
known  decline  of  prices  of  many  commodities  and  the  smaller 
amounts  for  which  the  bills  required  to  move  a  given  quantity 
of  merchandise  have  to  be  drawn,  the  number  of  stamps  sold 
becomes  important.  This  has  also  fallen  off  in  the  years 
named,  though  in  a  less  proportion.  The  number  of  stamps 
for  bills  and  notes  is  as  follows :  — 


Year  ending  with  March,  1883, 

1884, 

1885, 

**     "     "    1886, 

1887, 


8,401,877 
8,456,649 
8,243,997 
8,036,429 
7,930,791 


This  indicates  a  falling  off  of  five  and  one-half  per  cent,  in 
the  numl)er  of  bills  annually  created  in  the  course  of  the  last 
five  years. 

To  the  same  effect  is  the  result  of  an  examination  of  the 
returns  of  deposits  and  discounts  of  forty-six  joint-stock  banks, 
which  happen  to  separate  in  their  returns  their  discounts  of 
bills  from  loans  or  advances  on  collateral.  The  figures  stood 
at  the  close  of  1882  and  of  1886  respectively  as  follows:  — 

Deposits^  Discounts. 

1886.  1882.  1886.  1882. 

£169,511,724      £157,661,952  £52,892,330       £56,960,152 

In  the  aggregate,  these  banks  have  largely  increased  their 
business,  as  the  increase  of  deposits  shows ;  but  there  has  also 
been  a  notable  falling  off  in  their  investments  in  mercantile 
paper.  In  England  as  in  the  United  States,  the  mass  of  credit 
operations  gains  largely ;  but  to  this  gain  the  regular  course  of 
ordinary  business  does  not  contribute  by  the  creation  of  com- 
mercial paper  in  equal  proportion.  There,  as  here,  such  paper 
is  declared  to  be  "  scarce." 
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PROPOSED  TARIFF  LEGISLATION  SINCE  1883. 

During  the  last  two  congresseg,  several  attempts  have  been 
made  to  secure  modification  and  reduction  of  the  customs 
duties  as  they  were  left  by  the  act  of  1883.  A  recapitulation 
of  the  propositions  made  and  of  the  action  thereon  is  interest- 
ing and  suggestive,  in  view  of  the  present  condition  of  the 
tariff  question  and  its  present  political  relations. 

The  first  session  of  the  Forty-eighth  Congress  lasted  from 
Monday,  December  3,  1883,  to  Monday,  July  7,  1884.  The 
Democrats  were  in  a  decided  majority  in  the  House,  having 
198  members,  against  126  Republicans  and  Independents.* 
The  contest  over  the  speakership  was  sharp,  and  resulted  in 
the  choice  of  Mr.  Carlisle,  of  Kentucky,  who  represented  the 
tariff-reduction  wing  of  the  Democrats,  his  principal  opponent 
being  Mr.  Randall,  a  Pennsylvania  Democrat.  Mr.  Morrison, 
of  Illinois,  was  appointed  chairman  of  the  Committee  of  Ways 
and  Means. 

On  the  4th  of  February,  1884,  Mr.  Morrison  introduced  a 
tariff  billt  in  the  House  of  Representatives.  It  proposed  an 
average  reduction  of  20  per  cent.,  but  with  so  many  excep- 
tions that  it  was  estimated  the  average  reduction  on  dutiable 
articles  would  be  about  17  per  cent.  The  rates  under  the 
Morrill  Act  of  1861  were  to  form  the  minimum  limit.  An  ex- 
tensive addition  to  the  free  list  was  proposed,  including  the 
following  articles :  ores  of  iron,  copper,  lead,  and  nickel,  coal, 
lumber,  wood,  hay,  bristles,  lime,  sponges,  indigo,  coal  tar,  and 
dyewoods.     The  bill  was  to  take  effect  July  1,  1884. 

Having  been  read  twice,  this  bill  —  the  "Morrison  horizon- 
tal," as  it  was  called  —  was  referred  to  the  Committee  of 
Ways  and  Means,  where  it  was  thoroughly  discussed  and 
somewhat  chaiigetl,  all  the  articles  being  removed  from  the 
free  list  except  salt,  coal,  lumber,  and  wood.  The  reductions 
in  the  revenue  proposed  by  the  bill  as  reported  to  the  House, 
Tuesday,  March  11,  amounted  to  $30,000,000.     The  majority 

*  These  iifnu^s  were  chanf^ed  later  to  201  and  123  respectiyely  by  the  on- 
seatmg  of  3  Republicans.    There  was  one  vacancy. 

tH.  R.  4416. 
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of  the  committee  reporting  the  bill  was  strictly  Democratic, 
the  two  Republican  members  reporting  adversely. 

On  Friday,  March  21,  a  conference  of  "free  trade'*  Demo- 
cratic leadcra  was  held,  at  which  it  was  decided  to  call  a  gen- 
eral party  caucus  on  the  following  Tuesday,  to  decide  what 
action  should  be  taken  on  the  bill.  At  this  caucus,  which  was 
attended  by  all  but  10  Democratic  Representatives,  it  was 
voted^  114  to  57  :  first,  that  the  bill  should  be  considered;  sec- 
ond, that  it  should  be  passed,  if  possible ;  and,  third,  that  the 
vote  of  the  caucus  should  not  be  binding  upon  an  individual 
member  '^  except  so  far  as  he  might  be  influenced  by  the  ex- 
pressed opinion  of  a  majority  of  his  associates.'*  The  result 
of  the  caucus  was  unsatisfactory  to  the  ''  tariff  reformers,"  as 
revealing  strong  opposition  to  the  bill  within  the  party. 

On  Tuesday,  April  15,  the  motion  to  go  into  Committee  of 
the  Whole,  for  the  consideration  of  the  tariff  bill,  was  car- 
ried without  division.  Upon  the  assembling  of  the  commit- 
tee, Mr.  Eaton,  a  Connecticut  Democrat,  objected  to  the  con- 
sideration of  the  bill ;  but  the  motion  to  proceed  was  carried 
by  a  vote  of  140  to  138,  6  Republicans  voting  in  the  affirmar 
tive  and  49  Democrats  in  the  negative.* 

On  the  following  dates,  April  15,  16,  22,  23,  24,  28,  29,  30, 
May  1,  2,  5,  and  6,  the  bill  was  debated  by  the  House  in  Com- 
mittee of  the  Wliole.  The  principal  speeches  were  made  by 
Messrs.  Morrison,  Hurd,  Hewitt,  Blackburn,  Belmont,  Mills, 
Blount,  Vance,  and  Clay  in  favor,  and  Messrs.  Kelley,  Ran- 
dall, Russell,  McKinley,  Hiscock,  Dingley,  Eaton,  Findlay, 
and  Kasson  in  opposition.  The  debate  being  closed  Tuesday, 
May  6,  the  Committee,  on  motion  of  Mr.  Converse,  an  Ohio 
Democrat,  voted,  156  to  151,  to  strike  out  the  enacting  clause. 
Immediately  after,  the  House  concurred  in  this  action  by  a 
vote  of  159  to  155,  10  not  voting.  The  majority  included 
118  Republicans t  and  41  Democrats;  the  minority,  4  Repub- 
licans and  151  Democrats.  Of  the  41  Democrats  who  voted 
to  kill  the  bill,  12  were  from  Pennsylvania,  10  from  Ohio, 
6  from   New  York,  4  from  California,  3  from  New  Jersey, 

*  This  is  the  latest  vote  in  the  House  favorable  to  the  consideration  of  a 
general  tariff  bill. 

t  Independents  included. 
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and  1  from  Dlinois,  Connecticat,  Virginia,  West  Virginia, 
Maryland,  and  Louisiana  respectively.  The  4  Republioans* 
voting  for  the  bill  were  all  from  Minnesota. 

The  "Morrison  horizontal  bill"  having  been  thus  killed,  Mr. 
Hewitt,  a  New  York  Democrat  and  a  member  of  the  Ways 
and  Means  Committee,  on  May  12  introduced  a  new  tariff 
bill,  t  providing  for  a  reduction  of  10  to  20  per  cent,  on  a  con- 
siderable number  of  articles  and  placing  several  others  on  the 
free  list.  This  bill  was  much  less  objectionable  from  the  point 
of  view  of  the  protectionist  than  the  Morrison  bill,  and,  more- 
over, was  intended  to  meet  the  charge  brought  against  the 
latter  of  not  discriminating.  The  Hewitt  bill  was  referred 
to  the  Committee  of  Ways  and  Means,  which,  by  a  strict 
party  vote,  reported  it  favorably  to  the  House,  June  24.  The 
adjournment  of  Congress  shortly  after,  on  July  7,  prevented 
further  consideration  of  the  bill. 

At  the  same  session  of  Congress,  three  attempts  at  special 
tariff  legislation  are  worthy  of  notice:  (1)  the  Converse  J 
wool  bill,  to  restore  the  duties  of  1867  on  raw  wool,  which 
was  defeated  Monday,  April  7,  by  a  vote  of  126  to  119,  80 
Republicans  and  39  Democrats  voting  in  favor  of  the  restora- 
tion and  12  Republicans  and  114  Democrats  against  it;  (2) 
the  amendment  by  Mr.  Cox  §  to  the  shipping  bill,  for  the  free 
importation  of  iron  and  steel  steamships  to  be  employed  in  the 
foreign  trade,  which  passed  the  House,  but  was  defeated  in 
the  Senate ;  (3)  Mr.  Hurd's  ||  bill,  reducing  the  duty  on  works 
of  art  from  20  to  10  per  cent.,  which  was  defeated  by  a  vote 
of  179  to  52,  most  of  the  Southern  and  Western  "  free  traders  " 
voting  against  the  bill  because  it  was  not  of  a  general  nature 
and  applied  to  luxuries. 

During  the  short  session  of  the  Forty-eighth  Congress, 
which  lasted  from  December  1,  1884,  to  March  4,  1886,  one 
matter  is  deserving  of  notice ;  namely,  the  introduction  of  a 
bill  in  the  Senate,  January  5,  1885,  by  Senator  BeckT  of  Ken- 
tucky, providing  for  the  appointment  of  a  general  Revenue 
Commission,  consisting  of  Senators,  Representatives,  and  the 

*  Meflsrs.  Nelson,  Strait,  Wakefield,  and  White. 

t  H.  R.  6070.  X  Ohio  Democrat.  §  New  York  Democrat. 

II  Ohio  Democrat.  IT  Democrat. 
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Secretary  of  the  Treasury,  for  the  purpose  of  finding  out  what 
ohanges  in  the  tariff  were  desirable.  The  bill  was  referred 
to  the  Finance  Committee,  where  it  appears  to  have  ended  its 
career. 

In  the  Forty-ninth  Congress,  which  met  for  its  first  session 
Monday,  December  7, 1885,  the  House  consisted  of  184  Dem- 
ocrats and  140  Republicans,  the  Democratic  mfijority  of  the 
preceding  Congress  having  decreased  nearly  one-half.*  Mr. 
Carlisle  was  again  elected  Speaker,  and  Mr.  Morrison  was  re- 
appointed at  the  head  of  the  Ways  and  Means  Committee. 
President  Cleveland,  in  his  message  to  Congress,  called  atten- 
tion forcibly  to  the  surplus  revenue  and  the  desirability  of  re- 
ducing the  taxes  on  the  necessaries  of  life.  Secretary  Man- 
ning also,  in  his  report,  urged  a  radical  revision  of  the  tariff, 
advising  a  removal  of  the  duties  on  many  raw  materials,  and 
calling  special  attention  to  such  duties  as  had  been  levied 
originally  to  offset  internal  taxes  which  have  been  removed 
since. 

On  Monday,  February  15,  1886,  Mr.  Morrison  introduced  a 
bill,t  which  was  read  and  referred  to  the  Committee  on  Ways 
and  Means.  It  was  expected  to  reduce  the  revenue  by  about 
$20,000,000, —  one-half  of  this  on  sugar,  one-fourth  on  articles 
placed  on  the  free  list,  and  the  other  fourth  on  articles  re- 
duced. The  proposed  free  list  included  hemp,  jute,  coal,  salt, 
iron,  lead,  and  copper  ores,  corn,  chiccory,  oats,  hay,  potatoes, 
wood,  and  lumber.  It  was  proposed  to  make  a  reduction  on 
coarse  cottons  from  40  to  35  per  cent,  ad  valorem^  on  pig  iron 
from  $6.72  to  $5.60  per  ton,  on  steel  rails  from  $17  to  $12.50 
per  ton,  on  window  glass  about  20  per  cent.  The  bill  was 
less  extreme  than  the  *'  Horizontal  bill  ^  of  1884.  The  aver- 
age reduction  proposed,  moreover,  wns  considerably  less  than 
the  20  to  25  per  cent,  recommended  by  the  Tariff  Commis- 
sion of  1882.  The  main  object  of  the  bill  appeared  to  be  the 
relief  of  the  manufacturing  industries.  Its  author  declared 
that  he  intended  in  the  bill  to  give  the  Democrats  an  oppor- 
tunity to  stand  by  the  tariff  plank  in  their  platform  of  1884. 

On  Tuesday,  March  23,  the  Committee  of  Ways  and  Means 
voted  to  allow  hearings  on  the  effect  of  the  bill  till  March  12. 

*  There  was  one  vacancy.  t  H.  B.  5576. 
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The  supporters  of  the  measure  held  that  this  was  unnecessary, 
as  sufficient  testimony  had  already  been  taken  in  the  hearings 
before  the  Tariff  Commission  and  in  the  discussion  over  the 
^  Horizontal  bill."  During  the  discussion  in  the  committee,  it 
was  found  desirable  to  make  radical  changes  in  the  bill  as 
introduced  by  Mr.  Morrison,  inasmuch  as  it  was  dearly  seen 
that  the  opposition  from  the  metal  and  coal  interests  was  suf- 
ficiently strong  to  destroy  all  chance  of  consideration  in  the 
House.  Accordingly,  it  was  found  preferable  to  make  the 
duties  on  wool  and  woollens  the  special  point  for  assault.  In 
accordance  with  this  change  of  base,  Mr.  Morrison,  supported 
by  seven  of  his  associates, —  namely,  Messrs.  Mills,  Hewitt,  Mc- 
Millin,  Harris,  C.  R.  Breckinridge,  Maybury,  and  W.  C.  P. 
Breckinridge, —  and  opposed  by  five, —  namely,  Messrs.  Kelley, 
Hiscock,  Brown,  Reed,  and  McKinley, —  on  April  12  reported  a 
substitute  bill,*  which,  by  vote  of  the  House,  was  referred  to 
the  Committee  of  the  Whole. 

In  the  new  Morrison  bill,  the  free  list  included  only  lumber, 
wood,  fish,  salt,  fiax,  hemp,  jute,  and  wool.  The  tax  on  sugar 
was  reduced  but  10  per  cent.;  the  duties  on  woollens  were  low- 
ered to  35  per  cent,  ad  valorem,^  It  was  estimated  that  the 
bill  would  cut  down  the  revenue  about  126,000,000,  distributed 
as  follows :  — 

Free  list  (lumber,  salt,  wool,  etc.), $7,097,000 

Cottons  (reduced), 369,000 

Hemp,  flax,  and  jute  (reduced), 931,000 

Woollens  (reduced), 11,565,000 

Sugar  (reduced), 6,088,000 

Total,        $25,050,000 

The  supporters  of  the  bill  held  that  the  proposed  reduction 
in  the  revenue  was  moderate,  inasmuch  as  the  net  surplus  for 
1885  bad  been  $30,000,000. 

Nothing  was  done  with  this  bill  until  Thursday,  June  17, 
when  Mr.  Morrison  moved  that  the  House  go  into  Committee 
of  the  Whole  for  the  consideration  of  revenue  bills.  The  ayes 
and  nays  were  called ;  and  the  motion  was  defeated,  140  to  167, 
27  not  voting.     The  minority  was  composed  of  4  Republicans 

*  H.  R.  7652.  t  For  other  redaotioni  proposed,  of.  Table  Y. 
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and  136  Democrats,  and  the  majority  of  122  Republicans  and 
35  Democrats.  Of  the  4  Republicans  voting  to  consider,  3  ♦ 
were  from  Minnesota  and  1 1  from  New  York.  Of  the  36 
Democrats  who  voted  against  consideration,  10  were  from 
New  York,  8  from  Ohio,  5  from  Pennsylvania,  4  from  Louis- 
iana, 3  from  New  Jersey,  2  from  Elinois,  and  1  from  Maryland, 
Alabama,  and  California  respectively.  No  further  attempt  to 
take  up  the  bill  was  made  in  the  first  session  of  the  Forty- 
ninth  Congress,  which  closed  Wednesday,  August  4, 1886. 

In  the  second  session,  Mr.  Morrison,  on  Saturday,  December 
18,  1886,  again  moved  the  consideration  of  revenue  bills,  and 
was  again  defeated, — 149  to  154,  19  not  voting.  Of  the 
members  failing  to  vote,  10  are  known  to  have  favored  con- 
sideration and  8  to  have  been  opposed  to  it,  so  that,  including 
these,  the  majority  amounted  to  3.  An  analysis  of  the  vote 
shows  that  the  minority  consisted  of  6  Republicans  (2  t  from 
Massachusetts  and  4§  from  Minnesota)  and  143  Democrats, 
and  the  majority  of  128  Republicans  and  26  Democrats.)  Of 
those  Democrats  who  opposed  consideration,  7  were  from  Ohio, 
5  from  New  York,  5  from  Pennsylvania,  4  from  Louisiana,  2 
from  New  Jersey,  2  from  Illinois,  and  1  from  Alabama. 

The  other  attempts  at  general  tariff  legislation  in  the  Forty- 
ninth  Congress  were  the  Hewitt,  Randall,  and  Hiscock  bills. 
The  first  of  these,  which  was  introduced  in  the  House  Feb- 
ruary 1,  1886,  and  referred  to  the  Committee  of  Ways  and 
Means,  pertained  especially  to  administrative  reforms.l  Its 
principal  features  were  embodied  in  the  Morrison  bill  as 
finally  reported  by  the  committee. 

The  Randall  bill,**  introduced  June  28, 1886,  and  referred 
to  the  Ways  and  Means  Committee,  was  intended  to  present 
the  protectionist  method  of  reducing  the  revenue.  It  pro- 
posed the  removal  of  all  internal  taxes  on  tobacco,  cigars, 
snuff,  fruit,  brandies,  and  spirits  for  use  in  the  arts,  and  the 
reduction  of  some  customs  duties.  It  placed  lumber,  jute 
butts,  and  bristles  on  the  free  list,  and  slightly  lowered  the 

*  Messrs.  Nelson,  Strait,  and  Wakefield.  f  Mr.  James. 

X  Messrs.  Stone  and  Hayden. 

§  Messrs.  Nelson,  Strait,  Wakefield,  and  White. 

II  For  vote  in  detail,  cf .  Tables  I.  to  IV.       1 H.  R.  6010.        •♦  H.  R.  9702. 
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duties  on  iron,  steel,  boards,  lead,  zinc,  bagging,  and  salt.  Mr. 
Randall  estimated  that  the  bill  would  cause  a  decrease  of  $34,- 
000,000  in  the  revenue  receipts,  of  which  over  $8,000,000 
would  be  tariff  reduction.  The  committee  reported  the  bill 
adversely  July  10,  declaring  that  it  would  cause  no  decrease 
in  the  customs  duties,  but  an  increase  of  $5,500,000.  Mr. 
Randall  afterwards  proposed  a  substitute  for  this  bill,  adding 
to  the  free  list  such  articles  as  beeswax,  nuts,  and  potash. 

The  Hiscock  bill*  is  of  special  interest  as  being  most  in 
line  with  the  kind  of  tariff  legislation  that  we  may  expect  to 
see  favored  by  the  friends  of  protection  for  adoption  in  the 
Fiftieth  Congress.  It  provided  for  the  removal  of  the  inter- 
nal taxes  on  tobacco  and  methylated  spirits,  and  for  a  heavy 
reduction  of  the  duty  on  sugar,  at  the  same  time  proposing 
the  payment  of  a  bounty  to  the  American  producer  of  this 
article.  This  bill,  introduced  in  the  House  January  8,  1887, 
by  the  present  Senator  from  New  York,  was  referred  to  the 
Ways  and  Means  Committee,  in  which  body  it  was  killed. 

No  special  tariff  bill  of  the  last  session  of  the  Forty-ninth 
Congress  deserves  notice,  except,  possibly,  the  Dunn  Free 
Ship  bill,  which  was  reported  favorably  to  the  House  by  the 
Committee  on  Shipping,  7  to  6.  The  majority  consisted  of 
7  Democrats,  and  the  minority  of  5  Republicans  and  1  Demo- 
crat.    The  bill  was  lost  in  the  House. 

Between  the  two  votes  in  the  Forty-ninth  Congress  on 
the  question  of  considering  the  Morrison  bill,  a  general  elec- 
tion was  held,  in  which  the  tariff  was  an  important  issue. 
Both  the  protectionists  and  the  free  traders  asserted  that  the 
advantage  was  theirs,  but  an  impartial  analysis  of  the  figures 
seems  to  point  to  a  division  of  gains  and  losses.  If  we  com- 
pare the  vote  in  December  with  that  in  the  preceding  June, 
we  find  that  those  favoring  tariff  reduction  gained  2  in  the 
Middle  Atlantic  States,  2  in  the  New  England,  and  8  in  the 
Western,  and  lost  3  in  the  Southern ;  while  their  opponents 
lost  2  in  the  New  England  States,  3  in  the  Middle  Atlantic, 
and  1  in  the  Pacific,  and  gained  two  in  the  Southern.  In  the 
Pacific  States,  those  favoring  a  reduction  had  no  votes  in 
either  June  or  December.t  O.  H.  Perry. 

•  II.  R.  10415.  t  Cf.  Tables  I.  to  IV.  for  other  snggestive  coniarlsons. 
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Wisconsin, 

9 

6 

3 

<i 

1 

3 

4 

2 

6 

tt 

Minnesota, 

6 

4 

1 

<* 

3 

1 

1 

4 

1 

tt 

Iowa,  .    . 

11 

4 

7 

« 

1 

7 

8 

4 

7 

tt 

Missonri, 

14 

14 

None. 

i( 

10 

2 

2 

11 

1 

2 

Kansas,  . 

7 

None. 

7 

« 

None. 

6 

1 

None. 

7 

None. 

Nebraska, 

3 

t< 

2 

1 

« 

8 

None. 

ti 

3 

tt 

Colorado,    . 

- 

1 

115 

6 

« 

1 

None. 

tt 

1 

!• 

t* 

1 

<« 

Western, 

62 

60 

3 

40 

60 

14 

48 

61 

6 

California, 

2 

4 

None. 

None. 

6 

None. 

None. 

6 

1 

Oregon,   . 

1 

None. 

1 

1       « 

1 

<« 

1 

it 

<( 

1 

None. 

Nerada,  . 

-- 

1 

1 

None. 
6 

'       it 

1 

« 

tt 

1 

M 

Pacific,    . 

8 
826 

3 

t* 

(• 

8 

(t 

*t 

7 

1 

Totols, 

lU 

169 

1     10 

1   140 

167 

27 

149 

164 

19 
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TABLE  V. 

Certain  Changes  proposed  bt  the  Morrison  and  Randall 
Bills  of  1886,  together  with  Present  Rates. 


Artloles. 


CottoDSf  coarse 

*•      fine 
Cotton  Thread . 
Flax. 
Hemp 
Jate 

Coi 

OU-old) 
Wool 

Woollen  Cloth . 
FlannelB  .    .    . 

Carpets    •    .    . 

Sufi^   .... 
Salt,  in  balk 
Bait,  in  packages 
Fisli      .... 
Lumber    ... 


Present  Bates. 


2|c.  per  yard. 

6c.     "       " 

70.    "  docen. 

$20  to  940  per  ton. 
<i    «     «    «     «< 

916  per  ton. 

40%. 

8itod&c.perlb. 

lOc.perlb. 
85o.  P«r  yd.  +  86 

10to34c^peryd. 

26to46orperyd. 

It  to  J4o.  per  lb. 
8o.  per  cwt. 
12c.    "     " 
Ic.  per  lb. 


Morrison  Bill,  1886.* 


2o.  per  yd. 
60.    "     " 
6c.    *<  dosen. 


« 

u 

80%. 
1|  to  2|c.  per  lb. 

Free. 

86%. 

« 


10%  reduction. 

Free. 
« 

«< 

*4 


Randall  BiU,  1886.t 


2|e.  peryd. 

6c.    "     «« 

7c    *'  doaen. 

•20  to  940  per  t<m. 

926  per  ton. 

Free. 

88%. 

2i<^perlb. 

10c.  per  Ib.t 
80  to  36c.  per  yd.  4- 

86to40%. 
10  to  24o^per  yd.  -f- 

[26  to  46&^per  yd. + 

11  to  3|o.  per  lb. 
4c.  perewt 
10c.    **     ** 
I  to  Ic  per  lb. 


*  As  reported  from  Ways  and  Means  Committee. 

t  Mr.  ]EUmdall*s  substitute  for  H.  R.  9702. 

t  Duty  in  reality  increased,  owing  to  the  proTlsion  in  regard  to  dirt  in  the  wool. 


TABLE  VI. 
Free  Lists. 


Morrison  Bin, 

1884.* 

Morrison  Bill, 

1886.* 

Bandall  Bill,  1886.t 

'Linmber 

Lumber    ...... 

Lumber    ....... 

Halt 

Bait 

Jute 

Jute 

Coal 

Wool 

Fish 

Hemp 

Flax 

Bristles 

Beeswax 

Potash 

*  As  reported  from  Ways  and  Means  Committee. 
t  Substitute  for  H.  R.  9702. 
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THE  MONETARY  SYSTEM  OF  HOLLAND. 

[The  following  paper,  by  Professor  H.  B.  Greven,  of  Leyden,  was 
read  before  the  economic  section  of  the  British  Association  at  Man' 
Chester,  September  7,  1887.  It  is'  to  appear  in  connection  with  the 
forthcoming  report,  which  Mr.  Edward  Atkinson  has  been  com- 
missioned to  make  for  the  State  Department,  on  the  present  state  of 
bimetallism  in  Europe ;  and  it  is  to  Mr.  Atkinson's  courtesy  that  the 
opportunity  of  presenting  the  report  here  is  due. 

The  paper  will  be  found  to  be  a  valuable  chapter  in  the  monetary 
history  of  our  time,  and  records  an  important  example  of  the  main- 
tenance of  silver  at  par  with  gold,  by  the  familiar  expedient  of  a 
limitation  of  quantity  effected  by  the  suspension  of  silver  coinage.] 

Our  monetary  history  since  1873  presents  some  very  inter- 
esting features.  Until  that  date,  we  had  the  single  silver 
standard.  Owing  to  the  changes  in  Germany  and  the  coun- 
tries in  the  north  of  Europe,  which  had  passed  over  to  the 
single  gold  standard,  the  coinage  of  silver  was  suspended  in 
the  spring  of  1873;  and  since  that  time  we  have  been  in 
a  very  curious  position  for  two  years.  Silver  could  be  no 
longer  brought  to  the  mint ;  and  gold  coin  could  not  be  issued, 
because  Parliament  could  not  agree  on  the  weight  to  be  given 
to  the  gold  piece,  and  rejected  all  proposals  for  introducing 
a  gold  standard.  We  possessed  a  fixed  quantity  of  silver 
coins,  and  their  value  was  regulated  neither  by  the  variations 
of  gold  in  the  market  nor  by  those  of  silver.  In  fact,  the 
value  of  our  florin  was  quite  independent  of  any  metal,  and 
depended  only  on  supply  and  demand.  Now,  the  demand  for 
coin  was  increasing  in  the  years  1873  to  1875;  and  the  result 
was  that,  while  silver  as  a  metal  was  going  down  in  the  mar- 
ket, our  silver  coins  were  appreciated  as  against  gold.  The 
rate  of  exchange  on  London,  which  oscillates  now  on  the  gold 
basis  between  12.1  and  12.3  florins  for  a  pound,  shrank  to  11.12 
florins.  We  could  not  possibly  remain  in  that  unnatural  posi- 
tion ;  and  so  in  1875  a  gold  piece  was  issued,  coined  at  the 
ratio  of  fifteen  and  five-eighths  parts  of  silver  against  one  of 
gold.  Since  that  time,  our  monetary  system  can  be  described, 
in  the  words  of  Mr.  Cemuschi,  as  that  of  the  "  eUUon  double 
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baiteux^^^  —  the  doable  standard,  bnt  crippled  in  so  far  as  the 
coinage  of  silver  is  forbidden.  The  value  of  the  florin  solely 
depends  on  the  variations  of  gold,  but  the  coins  in  circulation 
are  most  of  them  tokens.  They  are  legal  tender  for  all  pay- 
ments. A  silver  florin  cannot  possibly  be  of  less  value  than 
that  of  one-tenth  part  of  the  gold  10-florin  piece,  but  their 
intrinsic  value  is  fifteen  to  twenty  per  cent.  less. 

Thus  the  only  way  of  extending  the  specie  circulation  is  the 
coining  of  gold.  Some  £6,000,000  of  gold  coin  have  been 
issued  since  1875,  but  we  were  not  sure  to  keep  them  in  the 
country.  Our  position,  indeed,  had  considerable  dangers. 
When  the  balance  of  international  payments  required  export 
of  specie,  the  gold  coin  only  could  be  used  for  that  purpose 
without  loss.  Had  the  bankers  sold  our  silver  florins  in  the 
London  market,  they  would  have  lost  the  difference  between 
the  intrinsic  value  and  the  mint  value. 

Now,  for  some  years  after  the  introduction  of  the  gold  coin- 
age, all  went  well.  The  Netherlands  Bank  was  always  willing 
to  pay  its  bank-notes  in  gold,  when  the  gold  was  needed  for 
export ;  but  it  was  very  difficult  to  get  any  gold  for  circulation 
in  the  country  itself.  It  was  a  wise  policy,  this.  The  silver 
specie  served  its  purpose  there  equally  well ;  and,  our  stock  of 
gold  being  very  small  in  comparison  with  the  whole  of  the 
specie,  we  ought  to  keep  as  much  of  it  as  possible  ready  for 
foreign  demand.  (I  say  equally  well,  because  the  silver  pieces 
did  not  circulate  in  greater  number  than  the  public  required, 
and  fully  covered  bank-notes  were  used  for  payments  of 
greater  amount.)  The  danger  of  this  to  our  monetary  situa- 
tion appeared  in  the  years  1881  and  1882.  The  balance  of 
trade  turned  against  us,  and  the  stock  of  gold  ran  down  to 
some  £600,000 ;  while  the  silver  specie,  whose  value  was  appre- 
ciated artificially,  consisted  of  about  £80,000,000,  when  we 
bring  into  account  also  the  silver  in  the  colonies.  Unless  some 
remedial  measure  had  been  taken,  the  confidence  that  pay- 
ment in  Dutch  florins  was  payment  in  gold  would  have  been 
lost ;  and  in  a  short  time  the  gold  coins  would  have  sold  for 
more  than  their  nominal  value.  In  other  words,  there  was 
great  danger  of  an  agio  of  gold ;  and  it  ought  to  be  prevented 
at  all  cost.    The  question  was  how  to  effect  that  result  with 
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as  little  cost  as  possible.  Of  coarse,  we  could  have  melted 
down  a  part  of  oar  silver  coins,  and  so  diminished  the  circala- 
tion,  and  brought  the  rates  of  exchange  below  the  exportation 
point.  Government  was  prepared  to  bear  the  loss  on  the 
operation,  but  only  when  it  was  absolutely  necessary.  An  act 
was  passed  in  April,  1884,  which  gave  powers  to  the  Chancel- 
lor of  the  Exchequer  for  authorizing  the  bank  to  sell  at  market 
prices  a  quantity  of  25,000,000  silver  florins,  when  the  state  of 
the  currency  requires  it.  Since  then,  every  banker  knows 
that,  when  he  needs  gold  for  export,  and  the  bank  cannot  pay 
in  gold,  it  will  give  him  so  much  silver  as  will  enable  him  to 
buy  a  quantity  of  gold  equal  in  value  to  so  many  gold  coins 
as  the  notes  offered  for  payment  represent.  In  that  manner* 
confidence  was  entirely  restored.  Nobody  now  has  the  least 
doubt  that  an  agio  of  gold  has  become  impossible. 

This  legislative  measure  has  cost  us  nothing  at  all  to  this 
day,  as  rates  have  all  along  been  favorable  to  our  country; 
and  the  bank  has  been  able  to  secure  a  stock  of  gold,  amount- 
ing m  the  preceding  months  to  about  £5,000,000.  Thus, 
without  any  cost  to  the  treasury,  we  have  been  able  to  main- 
tain our  currency  on  the  gold  basis  ever  since  1875.  And  I 
wish  to  add  that  we  have  done  it  without  any  serious  disturb- 
ance in  the  bank  rate.  It  can  no  doubt  be  maintained  that 
the  rates  have  been  somewhat  higher  than  they  ought  to  have 
been,  if  our  currency  had  consisted  only  of  gold.  The  direc- 
tors of  the  bank  cannot  consider  the  silver  in  their  vaults  as 
a  basis  of  the  emission  of  bank-notes  in  just  the  same  way  as 
they  do  consider  the  stock  of  gold.  Perhaps,  even  at  a  lower 
rate  of  interest,  the  nominal  value  in  florins  of  their  specie 
and  bullion  would  have  been  quite  sufficient  for  their  own 
safety.  But,  as  they  wished  to  pay  in  gold  for  export  any 
quantity  asked  for,  this  consideration  has  come  in,  in  their  deci- 
sion concerning  the  rates.  Still,  industry  and  conmierce  did 
not  complain  of  this  state  of  affairs.  They  did  not  consider 
it  too  high  a  cost  for  the  maintenance  of  our  currency  system ; 
and  I  think  you  Englishmen  will  agree  with  them,  when  I  tell 
you  that  the  rate  of  interest  on  bills,  two  and  one-half  per 
cent.,  has  now  been  absolutely  constant  since  May,  1885,  for 
a  period  of  more  than  two  years.    This  compares  favorably,  it 
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seems,  with  the  numerous  alterations  in  the  rate  of  the  Bank 
of  England. 

Now,  I  propose  to  add  a  few  words  about  the  monetary 
relations  of  our  colonies  with  the  mother  country, —  a  subject 
that  will  specially  interest  you,  because  of  the  very  serious 
disturbances  in  your  trade  with  India  since  the  beginning  of 
what  is  usually  called  the  depreciation  of  silver,  and  would  in 
my  opinion  be  more  truly  called  the  appreciation  of  gold. 
I  cannot  deny  that  we  met  with  difficulties  also,  but  they  were 
of  quite  another  character.  Your  Indian  mints  have  been 
open  for  silver  all  the  time.  Holland,  on  the  contrary,  has 
adopted  the  gold  standard  for  the  colonies  since  1877.  Tau 
have  a  different  standard  in  Europe  and  in  India:  toe  have 
got  the  same.  Our  Indian  florin  is  a  gold  florin.  Indian 
prices  are  gold  prices.  Gold  does  not  circulate  at  all  in  Java. 
Indeed,  there  is  scarcely  any  gold  in  the  colonies ;  and  still  all 
these  silver  florins  have  the  same  buying  power  as  so  many 
pieces  of  gold,  containing  each  one-tenth  of  our  10-florin  gold 
piece, —  that  is  to  say,  their  value  is  about  twenty  per  cent, 
above  the  intrinsic  value.  So  great  is  the  power  acts  of  Par- 
liament have  on  the  value  of  coins,  supposed  only,  that  the 
supply  of  them  is  limited.  You  will  understand,  from  what 
I  just  said,  that  by  the  unity  of  the  standard  in  the  kingdom 
in  Europe  and  in  our  Indian  domain  we  escape  all  the  diffi- 
culties arising  from  great  and  sudden  variations  in  the  rate  of 
exchange,  that  give  you  so  much  trouble.  The  exchange  is 
always  at  or  about  par,  just  as  rates  between  London  and 
Edinburgh  or  New  York  and  New  Orleans.  Our  difficulties 
arise  from  another  cause.  Your  exports  from  India  have  been 
stimulated:  our  export  trade  from  Java  has  been  impeded. 
The  producers  of  coffee,  sugar,  and  other  tropical  products, 
sell  their  goods  in  the  European  market  for  a  diminished 
price ;  while  many  of  the  elements  of  their  cost  of  production, 
and  the  burden  on  their  estates  and  manufactories,  in  so  far 
as  they  are  working  with  borrowed  capital,  remain  the  same, 
or  at  any  rate  do  not  go  down  so  soon  as  the  prices  of  the 
produce.  Their  margin  of  profits  has  disappeared  in  many 
cases.  They  have  not  been  able  to  repay  in  due  time  the 
working  capital  they  had  borrowed  from  the  financial  compa- 
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nies,  and  some  of  them  had  to  be  wound  up.  But  all  those 
difficulties,  very  real  and  serious  as  they  are,  do  result  in  the 
last  resort  from  the  decrease  of  prices, — in  other  words,  from 
the  appreciation  of  gold ;  and  most  of  the  competent  men  in 
our  colonies  are  agreed  that  we  ought  to  bear  them  rather 
than  to  break  the  unity  of  currency  over  the  whole  of  our 
European  and  Indian  territory. 

These  are  the  main  features  of  our  monetary  history  for 
the  last  fifteen  years.  Our  situation  is  far  from  satisfactory : 
it  is  in  the  highest  degree  artificial,  and  we  are  constantly  on 
the  watch  for  making  such  changes  as  will  make  the  intrinsic 
value  of  all  our  legal  tender  coins  to  correspond  to  the  mint 
value.  How  that  will  be  effected  will  entirely  depend  on  the 
course  of  the  international  negotiations,  now  pending  for  many 
years,  for  the  adoption  of  a  common  standard  of  value.  So 
long  as  there  is  any  hope  that  the  great  commercial  nations 
will  come  to  an  agreement  for  steadying  the  ratio  of  exchange 
between  the  precious  metals, —  whatever  that  ratio  may  be, — 
and  for  using  them  both  all  over  the  world,  there  is  no  reason 
for  changing  our  present  system.  But,  should  the  case  for 
silver  become  hopeless,  we  should  be  among  the  first  to  ex- 
change  our  silver  for  gold  at  whatever  cost,  although  we 
would  deplore  such  a  change  very  much,  for  the  manifold 
evils  arising  from  a  further  appreciation  of  gold  and  for  the 
irregularities  and  the  injustice  that  would  result  from  it  in 
the  distribution  of  wealth. 


CORRESPONDENCE. 


THE  ECONOMIC  MOVEMENT  IN  ENGLAND. 

Cambridge,  September,  1887. 

Ik  England,  for  the  last  quarter  of  a  century,  the  movement 
of  economic  thought  has  been  one  of  steady  and  continuous 
evolution.  The  later  stages  of  this  development  do  not  differ 
in  any  very  marked  way  from  the  earlier  ones,  except  that  the 
rate  of  advance  has  increased,  while  its  direction  has  become 
more  obvious  and  unmistakable.  In  attempting,  therefore,  to 
give  some  account  of  these  more  recent  changes  in  economic 
opinion,  it  will  be  convenient  to  begin  with  a  brief  sketch  of 
the  general  movement  of  which  they  form  the  latest  phase. 

Twenty-five  or  thirty  years  ago,  English  political  economy 
had  attained  its  zenith  of  popularity  and  authority,  though 
perhaps  at  no  period  in  its  history  was  such  a  position  less  de- 
served. It  was  resting  on  its  laurels,  showing  no  signs  of 
growth  or  fruit,  and  indeed  supposed  by  its  chief  expositor 
to  have  almost  reached  finality;  but  it  was  secure  in  public 
esteem  on  account  of  the  commercial  prosperity  which  set  in 
with  the  second  half  of  the  century,  and  which  was  popularly 
attributed  to  the  policy  inaugurated  in  1846,  and  it  easily  car- 
ried off  honors  to  which  the  impartial  historian  will  say  that 
it  had  but  a  slender  claim.  It  is  true  that  it  had  in  1844 
placed  the  English  currency  upon  a  footing  which  was  at  least 
honest  and  solvent.  But  there  was  conspicuous  want  of  fore- 
sight in  the  fixity,  in  face  of  an  expanding  trade,  of  the  reg- 
ulations imposed  by  Peel's  Act,  as  well  as  a  characteristic  limi- 
tation in  its  conception  of  the  objects  currency  regulation 
should  have  in  view, —  two  fatal  shortcomings,  the  bitter  effects 
of  which  have  caused  this  much  boasted  legislation  to  be  now 
estimated  at  a  very  modest  value.  And  against  whatever 
must  on  this  score  be  placed  to  the  credit  of  English  eco- 
nomics we  have  to  set  its  inability  to  read  the  signs  of  the 
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times,  and  its  opposition  to  some  of  the  most  successful  move- 
ments of  the  century.  In  its  spirit,  it  was  strongly  material- 
istic, sacrificing  national  welfare  to  the  accumulation  of  indi- 
vidual wealth.  Some  of  its  writers  carried  capitalism  so  far 
as  to  deplore  high  wages  as  a  calamity  comparable  in  its 
effects  to  a  bad  harvest.  Worst  of  all,  it  was  distinctly  un- 
moral (a  more  serious  defect  than  inmiorality,  which  provokes 
a  reaction),  inasmuch  as  it  claimed  that  economic  action  was 
subject  to  a  mechanical  system  of  law,  of  a  positive  character, 
independent  of  and  superior  to  any  laws  of  the  moral  world. 
It  is  not  surprising  that  all  that  was  best  in  the  literary,  artis- 
tic, and  spiritual  worlds  rose  in  revolt  and  ultimately  brought 
about  a  contempt  for  economic  teaching,  which  has  unfortu- 
nately persisted  in  many  quarters  after  the  just  grounds  of 
offence  have  been  removed. 

It  will  be  understood  that  what  has  been  said  of  the  politi- 
cal economy  of  this  time  refers  to  the  dominant  school,  to  the 
writers  and  thinkers  who  represented  economics  as  a  national 
and  political  force.  There  were  never  wanting  at  any  time  in 
the  century  those  who  had  not  bowed  the  knee  to  the  economic 
Baal ;  but,  with  one  exception,  their  voices  were  powerless  or 
overpowered.  The  exception,  of  course,  is  Mill,  the  central  fig- 
ure of  the  transition ;  susceptible  to  all  the  newer  infiuences, 
but  drawn  by  his  over-regard  for  the  authority  of  a  narrow 
though  able  clique  to  adhere  to  the  older  forms  of  expression. 
Had  Mill's  education  been  more  scientific  and  less  literary,  he 
might  possibly  have  shaken  off  these  restraints.  As  it  was,  he 
merely  put  new  wine  in  the  old  bottles,  to  the  irreparable 
injury  of  his  logical  reputation.  His  merit  is  rather  political 
than  economical.  He  rightly  seized  the  importance  of  the 
great  movement  of  his  time, —  namely,  the  gradual  rise  of 
the  working  class ;  and  he  is  so  absorbed  by  it  that  it  gives 
a  unity  to  his  great  work,  and  elevates  it  almost  to  the  dig- 
nity of  an  epic.  But,  though  he  thus  gave  some  animation 
to  the  dry  bones  of  the  old  theory,  he  could  not  infuse  into 
them  any  principle  of  growth.  We  must  look  elsewhere  for 
the  causes  of  theoretic  advance. 

Perhaps  the  most  effective  of  the  influences  which  gave  a 
new  direction   to  economic  study  was  that  exercised  by  the 


86  QUABTEBLT  JOURNAL  OF  ECONOMICS 

rough  but  inexorable  logic  of  events.  When  in  1874  the  easy 
flow  of  prosperity  was  checked  by  the  demonetization  of 
silver,  the  glamour  cast  by  this  prosperity  on  the  so-called 
"  orthodox "  doctrine  passed  away  with  it,  and  the  authority 
of  pure  commercialism  received  a  severe  blow.  If  we  except 
the  question  of  tariffs,  the  main  tendency  of  English  legislation 
had  for  some  time  involved  a  reflection, —  not  of  course  on 
any  real  conclusions  of  scientific  theory,  but  certainly  on  the 
dogmatic  maxims  which  were  palmed  off  as  scientific  '^aws'' 
by  the  doctrinaires.  Two  great  steps  have  been  taken  in 
this  century  towards  the  reorganization  of  industry.  One  of 
them  is  the  gradual  growth  and  recognition  of  the  trade 
societies,  built  up  by  a  patient  persistence,  and  managed  in 
general  with  a  practical  moderation,  which  entitle  those  who 
founded  them  to  the  highest  rank  among  the  pioneers  in  the 
elevation  of  their  class  to  industrial  equality  and  political 
consideration.  The  other  is  the  factory  legislation,  that  last- 
ing monument  of  the  humanity  and  good  sense  of  the  then 
governing  classes.  Both  these  movements  were  supposed 
to  "violate"  economic  law.  They  were  condemned  by  the 
teaching  of  the  economists,  and  succeeded  in  the  teeth  of 
their  strong  opposition.  Other  legislation  proceeding  in  the 
same  direction  has  made  public  provision  for  education,  ordi- 
nary and  technical,  and  tends  to  revive  many  of  the  functions 
of  control  and  guarantee  formerly  discharged  by  the  guilds. 
Where  there  has  been  reason  to  suppose  that  unrestricted 
bargaining  would  be  to  the  public  hurt,  bargains  have  been 
regulated.  Adulteration  Acts,  Licensing  Acts,  Railway  Com- 
missions, and  last,  but  not  least,  the  Land  Commissions  have 
all  qualified  rights,  which  Adam  Smith  regarded  as  part  of  the 
divine  order  and  the  orthodox  school  held  to  be  the  condi- 
tion of  economic  prosperity.  Private  enterprise  was  dwarfed 
by  the  new  power  of  the  companies;  and  Proudhon's  para- 
dox, that  perfect  competition  results  in  monopoly,  was  seen 
to  be  merely  a  terse  expression  of  undeniable  facts.  The 
working  classes  deliberately  revolted  against  competition,  and 
adopted  co-operation,  with  such  success  in  the  limited  but 
important  field  of  distributive  industry  that  their  example 
was  quickly  followed  by  others.    And  on  all  hands  there  was 
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a  remarkable  revival  of  the  corporate  feeling,  the  most  strik- 
ing instance  of  which  is  to  be  seen  in  the  enlarged  powers^ 
and  heightened  energy  of  the  great  municipalities.  The 
drift  of  affairs  and  its  bearing  on  the  old  economy  could  not 
be  mistaken.  Everything  bore  witness  to  the  waning  suffi- 
ciency of  pure  individualism  and  to  the  gradual  development 
of  corporate  action  and  public  control.  The  teaching  which 
was  supposed  to  be  summed  up  in  the  doctrine  of  laiaaez  faire 
fell  into  hopeless  discredit.  The  extent  of  this  discredit  may 
be  measured  by  the  fact  that  the  ablest  organs  of  the  press, 
when  discussing  practical  economic  questions,  will  even  now 
often  state  that  such  and  such  is  the  teaching  of  political  econ- 
omy, but  that  this  is  a  case  where,  in  the  interests  of  humanity 
and  conmion  sense,  '^  economic  law  must  be  set  aside."  Mis- 
conception could  scarcely  go  further  than  this  or  be  more 
fatal  to  the  influence  of  the  economist,  but  it  was  not  alto- 
gether the  fault  of  the  public.  It  was  the  natural  result  of 
the  way  in  which  the  teaching  of  the  old  school  contrasted 
with  the  exigencies  of  society  and  the  current  of  events. 

When  things  are  at  their  worst,  they  begin  to  mend.  As 
the  power  of  economic  orthodoxy  declined,  the  more  progres- 
sive influences  gained  strength.  It  had  been  possible  to  ignore 
or  to  suppress  men  like  Sismondi,  Coumot,  Richard  Jones. 
But  Marx,  Jevons,  and  Cliffe  Leslie,  each  quickly  created  a 
school.  Freed  from  its  cramping  fetters,  economics  fell 
into  line  with  the  other  sciences,  and  shared  in  the  general 
movement  of  European  thought.  In  the  confusion  of  the  first 
revolt  against  authority,  it  appeared  for  the  moment  as  if  all 
was  antagonism,  as  if  science  had  been  replaced  for  war  of 
opinion.  But  it  is  now  clear  that  the  antagonism  was  mainly 
due  to  misunderstanding,  and  that  economic  development 
has  really  been  the  result  of  an  advance  in  three  directions, 
due  to  three  independent,  but  not  opposing  agencies.  It  has 
been  the  joint  product  of  theoretic  criticism,  historical  method, 
and  humanistic  feeling. 

The  first  corrections  which  economic  theory  received  in 
England  were  rather  negative  than  constructive.  They  were 
prompted  by  the  obvious  discord  between  the  supposed  results 
of  the  science  and  the  facts  of  every-day  experience.    Thus, 
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the  absurdities  of  the  old  wage-fund  doctrine,  with  its  corol- 
lary of  the  powerlessness  of  trades-unions,  were  exposed  hj 
writers  like  Longe,  Sargant,  and  Cliffe  Leslie.  Others,  among 
whom  Mr.  Macleod  deserves  mention,  did  much  to  call  atten- 
tion to  the  internal  contradictions  in  the  received  theory. 
And  Caimes  did  especially  good  service  in  disentangling  the 
science  from  the  dogma  which  had  encrusted  it,  by  clearly 
distinguishing  between  political  maxims  and  economic  laws. 
Two  publications,  both  English,  though  one  is  also  transat- 
lantic, mark  epochs  in  this  line  of  advance.  The  first  serious 
shock  to  the  old  doctrine  was  given  by  Mill's  concessions  to 
Thornton:  the  first  substantial  consolidation  of  the  new 
appears  in  the  Wages  Question  of  General  Walker. 

But  the  great  advance  recently  made  by  theory  is  not  so 
much  due  to  removal  of  contradiction,  internal  or  external, 
suggested  by  logic  or  by  facts,  as  to  the  use  of  the  powerful 
and  essentially  scientific  instrument  of  mathematical  analysis, 
practically  introduced  into  English  economics  by  Jevons,  in 
his  original  and  masterly  Theory  of  Political  Economy.  To 
the  influence  of  this  book,  and  of  the  teaching  of  Professor 
Marshall,  who  had  previously  revived  and  extended  the  analy- 
sis of  Coumot,  English  economics  owes  a  stimulus  the  full 
effects  of  which  can  scarcely  be  measured,  but  which  it  would 
be  difficult  to  overrate.  It  has  introduced  continuity  and  pre- 
cision for  the  first  time  into  economic  reasoning ;  it  has  shown 
how  hopelessly  the  old  theory  fell  below  the  ordinary  scientific 
standard;  it  has  overhauled  the  whole  system  of  definitions 
and  assumptions;  it  has  been  full  of  suggestion,  both  as  to 
unobserved  truths  and  as  to  the  exact  limits  and  best  expres- 
sion of  those  already  observed ;  it  has  given  organic  unity  to 
the  science ;  and,  most  valuable  service  of  all,  it  has  made  it 
henceforth  practically  impossible  for  the  educated  economist 
to  mistake  the  limits  of  theory  and  practice  or  to  repeat  the 
confusions  which  brought  the  study  into  discredit  and  almost 
arrested  its  growth. 

The  second  of  the  influences  which  have  determined  the 
recent  development  of  political  economy  is  so  conspicuous,  so 
powerful,  so  emphatically  the  characteristic  influence  of  the 
age,  that  it  has  somewhat  put  into  the  shade  the  other  co- 
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operating  agencies,  and  has  often  been  wrongly  taken  to 
stand  for  all  that  distinguishes  the  new  economy  from  the  old. 
The  historic  feeling,  taking  the  term  in  its  widest  sense,  the 
grasp  of  the  idea  of  social  evolution,  with  all  the  consequences 
which  this  implies,  is  certainly  an  influence  of  the  very  first 
importance  in  the  new  movement.  Its  strength  has  been 
derived  from  three  independent  lines  of  study.  To  the  origi- 
nal stimulus  resulting  from  general  historical  and  legal  re- 
search, as  we  find  it  in  the  works  of  men  like  Austin,  Sir 
Henry  Maine,  and  Cliffe  Leslie,  we  must  add  not  merely  the 
influence  of  biological  study,  as  interpreted  in  its  social  analo- 
gies by  Comtc,  Spencer,  and  Darwin,  but  also  the  parallel 
influence  of  the  German  metaphysical  development,  acting  on 
economics  partly  through  the  socialistic  criticism  of  Proudhon 
and  Marx,  partly  by  its  direct  stimulus  to  constructive  work 
at  the  universities. 

The  nature  of  the  change  brought  about  in  modem  eco- 
nomics by  this  historical  feeling  need  not  here  be  considered 
at  much  length.  It  has  been  the  subject  of  endless  discussion, 
and  the  readers  of  this  journal  have  had  the  question  most 
ably  and  authoritatively  laid  before  them.  But,  generally, 
it  may  be  said  that,  whereas  the  older  school  of  English  econ- 
omists contented  themselves  with  deducing,  more  or  less 
loosely,  the  consequences  which  would  follow  on  a  given  set 
of  assumptions, —  partly  ideal,  but  supposed  in  the  main  to  cor- 
respond to  the  facts  and  institutions  of  the  age,  and  to  be  in 
some  sense  "  natural,"  or  common  to  all  ages, —  the  new  school 
take  comparatively  little  interest  in  the  deductions,  because 
they  hold  that  the  facts  have  not  yet  been  carefully  observed, 
that  the  assumptions  have  only  a  remote  relation  to  the  facts, 
that  the  facts  theuLselves  are  in  process  of  evolution  and 
change,  and  that  the  nature  and  direction  of  this  social  evolu- 
tion are  a  far  more  important  object  of  study  than  elaborate 
and  complicated  deductions,  too  delicate  for  practical  use,  as 
to  the  action  of  economic  forces  in  any  particular  actual  or 
assumed  stacje  of  this  evolution.  It  follows  that  writers  of 
the  historical  school  are  strongly  ^wti-doctrinaire ;  that  is,  they 
opj)ose  arrogant  and  universal  dogmatism  resting  upon  cmde 
reasoning  and  a  limited  basis  of  observation.     For  s'i<h  doc- 
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trinairism,  they  would  sabstitute  a  method  of  detailed  inquiry, 
treating  each  important  case  on  its  merits.  They  would 
replace  the  speculative  word-play  of  1820^0  by  statistical 
inquiry  and  historical  research.  At  the  same  time,  they  are 
not  in  any  necessary  antagonism  to  economists  of  the  mathe- 
matical type.  If  they  only  knew  it,  the  mathematical  econo- 
mists are  their  most  effective  supporters.  There  is  no  greater 
safeguard  against  the  misapplication  of  theory  than  the  precise 
expression  of  it.  No  writers  have  been  so  truly  historical 
in  their  use  of  theory  as  those  who,  like  Coumot  and  Jevons, 
have  known  its  exact  limits.  If  there  is  a  real  difference 
between  the  two  groups,  it  is  rather  in  regard  to  the  relative 
value  they  would  assign  to  theory  in  the  solution  of  practical 
difficulties.  But  this  difference  exists  almost  as  strongly 
between'  the  individuals  in  either  group  as  between  the  groups 
themselves  taken  as  a  whole ;  and,  in  any  case,  it  is  a  difference 
of  degree  rather  than  of  antagonism,  and  should  not  seriously 
disturb  the  harmony  of  the  economic  world. 

There  is  a  third  economic  influence,  not  infrequently  con- 
founded with  the  historical,  but  which  deserves  to  be  clearly 
distinguished  from  it,  not  only  on  account  of  its  well-marked 
individuality,  but  still  more  on  account  of  its  growing  and 
resistless  political  power.  It  may  be  described  as  the  moral 
and  humanistic  criticism  of  our  economic  life  and  institutions. 
It  is  concerned  with  ideals,  as  the  pure  theorist  is  with  hypoth- 
esis and  the  historian  with  fact.  It  is  a  form  of  economic 
thought  which  has  always  been  powerful  in  England.  One 
memorable  manifestation  of  it  led  to  the  abolition  of  slavery; 
another  carried  through  the  factory  legislation ;  a  third  tried 
in  vain  to  reverse  the  new  poor-law  reform ;  and  a  fourth,  in 
which  Kingsley,  Maurice,  Mr.  Hughes,  and  the  Christian 
Socialists  generally,  took  part,  attempted  with  partial  success 
to  introduce  the  principle  of  industrial  co-operation.  The 
strength  of  this  school  of  writers  lies  in  their  opposition  to 
materialism  and  in  their  healthy  estimate  of  the  real  objects 
of  existence.  Their  weakness  is  that  they  sometimes  allow 
reason  to  be  overbalanced  by  emotion,  and  in  such  cases  sow 
the  seeds  of  a  greater  misery  in  the  future  from  their  sensitive 
desire  to  relieve  the  undoubted  misery  of  the  present.     Their 
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attitude  towards  competitive  capitalism  is,  in  general,  a  hostile 
one.  They  hare  doubts  as  to  the  sufficiency  and  invariably 
beneficent  action  even  of  the  most  perfect  competition ;  they 
are  still  less  inclined  to  respect  the  actual  scramble  and 
struggle  for  existence  which  passes  for  competition.  They, 
therefore,  even  more  than  the  writers  of  the  historical  school, 
are  apt  to  regard  themselves  as  in  antagonism  to  the  theoreti- 
cal economist.  But  here,  too,  the  antagonism  is  only  partly 
real,  and  is  mainly  the  result  of  a  misunderstanding.  If  the 
theorist,  the  historian,  and  the  moralist  keep  strictly  within 
the  bounds  of  their  several  inquiries,  they  will  aid  and  not 
conflict  with  each  other ;  and  the  best  proof  of  this  is  to  be 
found  in  the  fact  that  there  are  economists  in  most  countries, 
as,  for  example.  General  Walker  in  the  United  States,  Jevons 
and  Professor  Marshall  in  England,  whom  it  would  be  difficult 
to  refer  specially  to  either  school.  Indeed,  the  period  under 
review  has  been  as  much  marked  by  the  convergence  of  the 
three  lines  of  inquiry  we  have  noticed  as  it  has  been  by  their 
separate  appearance  and  individualization. 

After  this  brief  review  of  the  general  character  of  English 
economic  development  and  analysis  of  the  three  main  lines 
on  which  it  has  proceeded,  we  may  now  consider  the  prog- 
ress which  has  been  made  in  each  direction  during  the  last 
few  years.  As  before,  it  will  be  impossible  to  describe  the 
movement  of  thought  without  some  reference  to  the  course  of 
affairs.  It  is  true  that  legislation  has  affected  to  advance  in 
independence  of  economic  teaching.  But  it  has  not  been  able 
to  free  itself  from  the  influences  which  have  been  forming 
economic  opinion;  and,  if  it  has  sometimes  ostentatiously  set 
aside  the  advice  of  economists,  the  results  have  been  such 
that  latterly  the  disposition  to  ask  for  such  advice  has  visibly 
strengthened.  In  any  case,  it  is  impossible  to  ignore  the  mut- 
ual interaction  of  thought  and  affairs. 

To  take  the  intellectual  movement  first,  it  has  been  marked 
rather  by  the  formation  of  opinion  than  by  the  direct  exten- 
sion of  science.  No  work  of  the  same  calibre  has  appeared 
since  .levons's  Theory  of  Political  Economy ;  but  the  stand- 
ard of  economic  instruction  has  been  raised  in  a  remarkable 
degree,  and  the  amount  of  interest  and  activity  in  economic 
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study  is  greater  than  at  any  previous  time  in  our  history. 
Among  living  writers  there  is  no  one  who  has  done  so  much 
to  bring  about  this  advance  as  Professor  Alfred  Marshall. 
His  modest  little  treatise  on  the  Economics  of  Industry^  pub- 
lished at  a  critical  time,  was  extremely  useful  in  reconstruct- 
ing the  science  which  had  been  so  rudely  assailed.  Its  theory 
of  value,  saturated  with  the  spirit  and  the  best  results  of  math- 
ematical thought,  was  yet  accessible  to  the  mass  of  readers, 
who  were  repelled  by  the  symbolic  form  of  Jevons's  work ; 
while,  in  its  handling  of  practical  questions,  it  showed  that  a 
theorist  need  not  be  a  materialist  or  a  doctrinaire^  and  it  gained 
for  economics  the  forfeited  respect  of  the  abler  artisans.  But 
Professor  Marshall's  personal  and  indirect  influence  has  been 
even  more  wide-spread  than  his  book.  Half  the  economic 
chairs  in  the  United  Kingdom  are  occupied  by  his  pupils,  and 
the  share  taken  by  them  in  general  economic  instruction  in 
England  is  even  larger  than  this.  Most  of  these  pupils  have 
also  passed  under  the  influence  of  Professor  Sidgwick,  and 
have  benefited,  not  merely  by  the  unrivalled  critical  power  of 
which  his  Principles  of  Political  Economy  gives  proof,  but 
still  more  by  his  teaching  as  to  the  essential  unity  of  the 
Moral  Sciences,  and  his  admirable  exhibition  of  the  relation  of 
economics  to  the  adjacent  moral  and  political  studies.  The 
Cambridge  Moral  Sciences  Tripos,  which  m  its  present  form  is 
very  largely  due  to  Professor  Sidgwick's  untiring  elaboration, 
is,  in  a  sense,  a  monument  to  this  side  of  his  economical  influ- 
ence. At  Oxford,  Mr.  Thorold  Rogers  maintains,  almost  sin- 
gle-handed, and  with  world-wide  reputation,  the  historical 
repute  of  English  economists.  He  has  just  added  to  his  well- 
known  works  on  the  history  of  English  Agriculture  and  Wages 
a  sketch  of  the  first  nine  years  of  the  Bank  of  England.  In 
the  opinion  of  many,  this  able  monograph  is  the  most  brilliant 
of  his  yet  published  writings.  No  economist  before,  except 
Jevons  in  his  remarkable  essay  on  Cantillon,  has  shown  the 
same  power  of  making  details  significant,  and  of  awakening 
the  past  until  it  becomes  more  living  and  interesting  than  the 
present  itself.  But  work  of  this  sort,  valuable  as  it  is,  perhaps 
because  of  its  very  permanence,  does  not  color  contemporary 
opinion  or  found  a  school.     Of  recent  Oxford  men,  Arnold 
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Toynbee  went  nearest  to  exerting  an  influence  of  this  kind, 
if,  indeed,  he  did  not  actaally  achieve  it. 

It  is  difficult  adequately  to  describe,  to  those  who  have  not 
personally  known  him,  this  unique  figure  among  English  econ- 
omists. Sensitive,  intensely  sympathetic,  altruistic  almost  to 
asceticism,  his  intellectual  being  seemed  to  rest,  like  a  thin 
transparent  crust,  upon  a  deep  suppressed  sea  of  emotion ;  and 
at  times,  when  his  usually  pale,  chiselled  features  were  lit  up 
with  a  flash  of  insight  or  an  eager,  eloquently  expressed  con- 
viction, he  seemed  like  one  inspired,  and  he  certainly  inspired 
in  no  ordinary  degree  those  with  whom  he  came  in  contact. 
It  was  a  character  and  an  influence  which  docs  not  lend  itself 
to  classification.  Perhaps  Toynbee  was  least  interested  in 
pure  theory,  most  in  matters  of  morality  and  conduct.  But  he 
warmly  sympathized  with  every  branch  of  economic  inquiry, 
and  had  a  particularly  firm  grasp  of  the  essential  principles  of 
the  science  affecting  industrial  questions.  Nothing,  indeed,  was 
more  remarkable  in  him  than  the  unwonted  combination,  with 
great  vividness  and  fluency  of  expression  and  an  enthusiastic, 
lofty  temper,  of  a  clear  grasp  of  theory  and  infinite  patience 
for  detail.  It  will  easily  be  understood  that  the  influence  of 
such  a  man,  though  necessarily  cut  short  and  limited  by  his 
early  and  tragic  death,  was  extremely  strong  within  the  circle 
to  which  it  reached.  It  has  been  preserved  and  extended  by 
the  formation  of  Toynbee  Hall  and  the  Denison  Club,  both  of 
them  founded  to  promote  that  spirit  of  personal  service  and 
direct  sympathy  with  the  weaker  and  less  fortunate  classes 
which  was  so  strong  in  Toynbee  himself.  Toynbee  Hall, 
designed  to  bring  young  men  face  to  face  with  social  prob- 
lems by  planting  them  in  a  poor  and  neglected  quarter  of 
London,  and  to  focus  attention  and  train  effort  which  might 
otherwise  be  scattered  or  misdirected,  has  so  far  been  a  power- 
ful factor  in  English  opinion.  It  has  already  given  rise  to  a 
number  of  imitations,  each  doing  good  service  in  its  way ;  but, 
in  most  of  these,  the  philanthropic  si)irit  has  clothed  itself  in 
distinctive  forms,  which  make  it  difficult  to  distinguish  the 
social  aim  from  the  ordinary  religious  propagandism.  The 
more  economic  tendency  of  Toynbee's  influence  is  better  trace- 
able in  the  humanized  policy  of  charity  organization,  in  the 
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new  attitude  of  Oxford  to  the  Co-operative  and  University 
Extension  movements,  and  in  the  tone  of  the  press,  which  is 
largely  guided  by  Oxford  men. 

In  the  world  of  business  and  statistics,  no  name  stands 
higher  than  that  of  Mr.  Oiffen,  the  present  head  of  the  Statis- 
tical Department  of  the  Board  of  Trade.  Mr.  Giffen's  knowl- 
edge of  English  business  and  finance  is  extremely  wide,  and 
his  grasp  of  statistical  facts  is  unrivalled.  No  one  finds  his 
way  so  surely  through  the  snares  and  intricacies  of  ofiicial 
returns,  and  there  is  no  English  statist  whose  results  are 
studied  with  more  interest  and  respect.  As  Mr.  Giffen's  bias 
does  not  incline  towards  rashness  or  unnecessary  change,  he 
is  more  frequently  found  moderating  than  leading  in  pro- 
posals for  economic  reform.  But  in  another  respect  his  influ- 
ence has  been  both  marked  and  progressive.  He  has  per- 
haps done  as  much  as  any  living  writer  to  replace  speculation 
by  statistics  and  to  introduce  the  historical  method  in  the 
treatment  of  questions  of  the  day,  while  ho  has  distinctly 
extended  economic  theory  in  the  departments  of  banking 
and  finance. 

Space  will  only  permit  of  a  very  inadequate  notice  of  what 
is  being  done  by  the  numerous  other  writers  dealing  with 
economical  studies.  Mr.  Edgeworth  has  made,  and  is  still 
continuing,  a  very  elaborate  and  able  series  of  papers  on  star 
tistical  methods  and  other  points  of  abstract  theory.  Pro- 
fessor Nicholson,  besides  valuable  writings  on  the  land  and 
other  questions,  has  made  effective  contributions  to  the  theory 
of  money,  and  to  the  cause  of  bimetallism,  which  is  rapidly 
gaining  ground  in  this  country.  Mr.  P.  H.  Wicksteed  is 
specially  devoting  himself  to  the  development  of  theory  on 
the  lines  of  Jevons's  method  of  final  utility.  The  merits  of 
this  method,  which  are  so  generally  recognized  in  Holland 
and  Austria,  have  been  more  fully  appreciated  of  late  in  Eng- 
land. Mr.  Patrick  Geddes  continues  the  biological  influence, 
and  has  done  good  service  by  criticising  economic  methods 
and  results  in  the  light  of  the  latest  biological  analogies. 
Excellent  historical  work  has  been  done  by  Mr.  Bonar  in  his 
volume  on  Malthus,  by  Mr.  Cunningham  in  his  Growth  of 
English  Industry  and  Commerce^  by  Mr.  Stephen  Dowell  in 


CORRESPONDENCE  95 

his  History  of  Taxation^  and  by  Mr.  Hubert  Hall  in  his  Bxb- 
tory  of  the  Customs  Revenue ;  and  much  attention  has  been 
paid  by  various  writers  to  the  history  of  banking  in  general, 
and  especially  to  the  history  of  banking  in  Scotland  and  the 
part  played  in  it  by  the  XI  note. 

It  is  not,  however,  by  an  enumeration  of  works  of  this  class 
that  we  can  adequately  measure  the  activity  and  importance 
of  economic  thought  in  England  during  recent  years.  The 
great  bulk  of  the  literature  which  it  has  put  forth  is  neither 
academic,  theoretic,  nor  historic,  but  is  concerned  directly  with 
practical  questions ;  and  much  of  it  is  ephemeral  in  its  form, 
though  not  in  its  effects.  The  land  question  in  all  its  mani- 
fold aspects  has  been  pressed  to  the  front.  The  chronic  Irish 
difficulties,  the  increase  of  {)opulation,  the  fall  of  prices,  and 
high  fanning  have  all  made  some  modification  of  the  old 
regime  imperative.  The  net  result  is  that,  if  the  present 
Land  Transfer  bill  becomes  law,  scarcely  a  shred  of  the  old 
feudal  tenure  will  remain.  Land  will  have  been  completely 
commercialized ;  and  occupying  ownership,  though  necessarily 
a  luxury  in  a  country  where  land  sells  for  thirty  to  forty  years' 
purchase,  will  probably  become  rather  the  rule  than  the  ex- 
ception. Meanwhile,  it  is  certain  that  the  short-sighted  policy 
pursued  in  regard  to  Irish  land  has  sown  a  strong  leaven  of 
socialism  throughout  the  entire  kingdom,  more  especially 
in  Wales  and  the  Highlands  of  Scotland.  The  most  serious 
sign  of  this  is  probably  the  tithe  agitation  in  England.  It  is 
impossible  to  ignore  the  fact  that  the  obligation  of  contracts, 
where  they  relate  to  land,  is  sensibly  impaired.  The  new  doc- 
trine seems  to  be  that  a  land  contract  may  be  repudiated  if, 
owing  to  change  of  circumstances,  it  is  inconvenient  to  one  of 
the  parties.  If  this  limp  and  plausible  principle  should  obtain 
increased  acceptance,  and  be  extended  to  the  sphere  of  ordi- 
nary business  and  finance,  the  results  will  be  somewhat 
startling. 

Next  to  the  land  question,  the  prolonged  trade  depression 
has  attracted  most  notice.  It  is  not  denied  by  any  one  now 
that  thtTe  has  been  a  heavy  drag  on  industrial  progress  ever 
since  1874,  resulting  in  a  greatly  lessened  rate  of  increase  of 
capital,  profits,  and  wages,  and  in  a  generally  severe  pressure 
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on  all  classes.  The  agricultural  interest  has  suffered  most; 
but  the  artisans  have  borne  their  share,  and  the  funds  of  the 
trade  societies  have  been  drained  very  low;  while,  as  uisual, 
there  has  been  much  misery  among  the  weak  and  shiftless 
class  which  lies  on  the  margin  of  pauperism.  The  prolonged 
nature  of  the  depression  has  powerfully  stimulated  inquiry. 
It  has  led  to  the  appointment  of  three  important  commissions, 
and  to  other  less  official  investigations.  A  great  and  needed 
impulse  has  been  given  to  technical  education,  and  the  whole 
question  of  apprenticeship  has  been  rescued  from  the  neglect 
it  suffered  during  the  reign  of  laissez  /dire.  There  has  been 
a  wide-spread  revival  or  creation  of  trade  and  professional 
guDds,  and  great  municipal  activity  in  providing  artistic  and 
other  instruction.  The  Commission  on  Trade  has  led  to  the 
result  which  every  economist  foresaw.  It  has  found  the  main 
cause  of  the  universal  depression  in  the  fall  of  prices,  and  a 
Currency  Commission  is  still  investigating  this  latter  question. 
But  those  who  advocated  the  Conmiission  on  Trade  are  under- 
stood to  have  expected  recommendations  of  a  very  different 
sort.  The  industrial  disturbance  caused  by  the  constant  in- 
crease in  foreign  tariffs  has  roused  very  bitter  feeling  in  many 
parts  of  the  country.  The  half-ruined  farmers  and  landlords 
are  complaining  of  the  unequal  competition  with  Indian  wheat, 
and  probfibly  nothing  but  the  peculiar  character  of  our  land 
system  has  prevented  the  imposition  of  a  moderate  duty  on 
corn.  At  any  rate,  the  belief  in  free  trade  is  somewhat  less 
confident  and  rigid.  The  fair-trade  agitation  of  1849  has 
been  revived  with  considerable  success.  List's  NatioficU  Si/s^ 
tern  of  Political  Economy  was  translated  into  English  in 
1885;  and  an  active,  clever  propaganda  has  been  maintained 
by  the  Fair  Trade  League  for  some  years,  under  the  direction 
of  Mr.  Eckroyd.  Whether  this  movement,  so  long  as  it  was 
confined  to  purely  commercial  considerations,  would  ever  have 
achieved  any  substantial  success,  may  be  doubted.  But  it  is 
much  aided  by  the  remarkable  growth  of  English  national 
feeling.  Imperial  federation  is  one  of  the  most  influential 
movements  of  the  day.  It  is  warmly  supported  by  the 
press,  spoken  of  by  both  political  parties  with  respect,  and 
taken  up  with  enthusiasm  by  the  younger  generation.     It  is 
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true  that  there  is  an  equally  strong  set  of  opinion  in  favor  of 
a  certain  kind  of  decentralization,  owing  to  the  growth  of 
municipal  feeling  and  the  increasing  weight  of  public  func- 
tions. But  the  federation  principle  is  rather  complementary 
than  antagonistic  to  reasonable  decentralization.  However 
this  may  be,  it  is  impossible  to  ignore  the  strength  of  the  new 
national  feeling.  We  seem  already  to  be  separated  by  a  whole 
age  from  the  "  Perish  India  "  period.  And,  whether  or  not 
nationalism  will  leave  its  mark  on  our  tariffs,  we  cannot  doubt 
that  it  will  influence  our  legislation  and  foreign  policy. 

Nothing  better  illustrates  the  difference  between  the  old 
and  new  schools  of  economics  than  the  history  of  recent  Eng- 
lish opinion  on  the  currency  question.  Ten  years  ago,  any 
one  who  professed  himself  a  bimetallist  would  have  been 
scouted  as  plainly  ignorant  of  elementary  principles  of  politi- 
cal economy.  The  few  remarks  devoted  by  Mill  to  the  cur- 
rency system  of  half  the  commercial  nations  show  that  he  did 
not  even  seize  its  main  idea.  In  the  true  spirit  of  Ricardian- 
ism,  it  was  generally  held  that  the  normal  value  of  the  mone- 
tary metals  depended  solely  on  their  cost  of  production.  The 
influence  of  demand  was  wholly  ignored,  and  consequently 
a  system  which  was  based  on  an  automatic  adjustment  of  de- 
mand to  the  variations  of  supply  was  regarded  as  an  attempt 
to  interfere  with  "  natural "  prices  and  to  "  violate  economic 
law."  All  this  is  now  altered.  It  is  admitted  by  all  compe- 
tent persons  that  the  real  questions  at  issue  are  very  narrow 
and  difficult ;  that  they  do  not  concern  economic  law  or  the 
conclusions  of  theory,  but  depend  upon  differing  estimates  of 
obscure  facts,  or  of  future  events,  or  of  the  balance  of  mercan- 
tile and  general  convenience.  Instead  of  being  burlesqued  as 
an  elementary  blunder  in  theory,  bimetallism  is  now  treated  as 
a  serious  and  practicable  proposal  for  dealing  with  admitted 
difficulties.  But  the  commission  is  not  likely  to  adopt  heroic 
measures.  English  monetary  opinion  is  conservative,  and  the 
present  course  of  prices  is  not  unfavorable  to  the  moneyed 
interest.  It  is  possible  some  palliatory  measures  may  be  rec- 
ommended ;  as,  for  instance,  an  issue  of  £1  notes,  which, 
besides  offering  several  direct  advantages,  would  greatly  facili- 
tate any  further  and  more  radical  change. 
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Passing  to  recent  industrial  movements  and  the  state  of 
opinion  in  reference  to  them,  it  may  first  be  observed  that 
there  has  never  been  a  time  at  which  the  artisan  classes 
wielded  so  much  political  power  as  at  present.  Thanks  to  their 
trades-unions  and  the  sensible  action  of  their  Parliamentary 
Committee,  there  is  now  a  compact  body  of  labor  members 
in  the  House.  The  influence  of  this  group  is  great  and  in- 
creasing, far  in  excess  of  that  due  to  its  size.  One  of  its 
members  held  an  under-secretaryship  in  the  last  government ; 
another  ranks  among  the  most  respected  men  in  Parliament. 
The  new  Labor  Bureau  of  the  Board  of  Trade,  to  which  Mr. 
Burnett,  the  able  Secretary  of  the  Amalgamated  Engineers,  is 
attached,  promises  under  Mr.  Giffen's  direction  to  be  of  ex- 
treme value;  and  it  is  one  sign  of  the  importance  attached 
by  government  to  working-class  interests.  In  fact,  it  is 
hardly  too  much  to  say  that  the  influence  of  the  artisans  has 
displaced  that  of  the  middle  class  as  the  dominant  political 
force.  So  far  as  the  opinion  of  this  class  can  be  gathered 
from  the  written  expressions  of  its  leaders,  it  would  seem  still 
to  be  distinguished  by  its  soberness  and  practical  sense.  Most 
of  the  proposals  advocated  are  practicable  and  detailed.  They 
ask  for  further  development  on  tried  and  approved  lines. 
This  is  observable,  for  instance,  in  the  papers  at  the  Industrial 
Remuneration  Conference  in  1885,  and  in  the  annual  reports 
of  the  trades-unions  and  their  Parliamentary  Conmiittee. 
Of  late  years,  a  slight  shade  of  Marxism  may  be  detected  in 
some  of  these  documents;  but,  on  the  whole,  the  imported 
socialism  of  a  certain  class  of  London  and  semi-foreign  labor 
docs  not  seem  to  have  taken  any  great  hold  on  the  abler  and 
more  responsible  artisan  leaders.  They  are  very  far  from 
being  revolutionary,  and  they  have  nothing  to  gain  from 
revolution.  They  desire  more  direct  political  representation 
and  more  attention  on  the  part  of  government  to  industrial 
questions.  They  have  suffered  severely  from  irregular  em- 
ployment, and  some  still  work  under  injurious  conditions  and 
receive  wages  forced  down  by  unequal  contracts.  But  they  do 
not  aspire  towards  a  semi-military  state  organization  of  indus- 
try. They  desire  ultimately  to  control  their  own  industrial 
enterprises,  or  at  least  to  share  in  their  control.    Co-operative 
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prodaction  has  not  yet  taken  a  considerable  position  in  Eng- 
lish industry;  bat  it  is  an  ideal  towards  which  progress  is 
being  made,  and  which  is  never  lost  sight  of.  Meanwhile, 
some  steps  towards  industrial  stability  are  being  made  by  the 
use  of  sliding  scales,  valuable  accounts  of  which  have  lately 
been  pven  by  Professor  Munro  and  Mr.  Price ;  and  there  is 
no  reason  why  the  principle  of  profit-sharing,  so  ably  advo- 
cated by  Mr.  Sedley  Taylor,  and  so  successful  in  France, 
should  not  gam  greater  acceptance  here. 

It  is  rather  among  the  middle  classes  that  socialistic  the- 
ories arc  most  discussed.  Mr.  H.  George's  land  proposals  and 
the  recently  translated  Capital  of  Karl  Marx  both  found  sym- 
pathizers in  this  social  stratum.  They  were  well  calculated 
to  appeal  to  the  somewhat  dilettante  enthusiasm  of  those 
who  were  educated  enough  to  realize  and  to  be  revolted  by 
the  painful  condition  of  the  poor,  but  not  patient  or  hard- 
headed  enough  to  find  out  the  real  causes  of  this  misery,  nor 
sufBciently  trained  to  perceive  the  utter  hoUowness  of  the 
quack  remedies  so  rhetorically  and  effectively  put  forward. 
A  number  of  socialistic  periodicals  and  organizations  mark 
the  new  tendency  of  this  class.  With  few  exceptions,  how- 
ever, the  periodicals  are  weak;  and  the  organizations,  as 
usually  happens,  in  their  rapid  propagation  by  fission,  pay  an 
unconscious  homage  to  the  principle  of  individualism.  More 
important  than  this  socialism  of  culture  is  the  change  in  the 
attitude  of  the  Christian  Churches.  They  are,  undoubtedly, 
becoming  more  democratic  and  socialistic.  The  attitude  of 
the  Roman  Church  in  Ireland  may  be  regarded  as  exceptional. 
But  it  is  not  very  different  from  that  of  the  ministers  in 
Wales  and  the  Scottish  Highlands.  There  is  also  a  revival  of 
Christian  Socialism  in  London,  as  witness  the  writings  of 
the  warden  of  Toynbee  Hall,  and  the  newly  founded  Methodist 
Times,  Much  of  this  influence,  though  here  classed  as  social- 
istic because  it  invokes  the  corporate  action  of  society  and 
qualifies  the  rights  allowed  by  individualism,  is,  of  course,  non- 
revolutionary  in  its  method.  It  is  mainly  founded  on  a  re- 
markable development  of  sympathy  with  the  poorer  classes, 
due  to  a  keener  moral  sense,  and  to  wider  publicity  and  larger 
franchises,  through  which  these  classes  are  now  better  kn  »vvn. 
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The  development  of  art,  too,  has  not  been  without  its  effect  in 
recalling  men  from  commercialiem  to  consider  the  simple, 
eternal  ends  of  life  and  the  ideal  conditions  of  healthy  exist- 
ence. Mr.  Raskin,  in  particular,  has  been  a  great  economic 
force,  as  readers  of  his  writings  will  not  require  to  be  told; 
and  Mr.  William  Morris  is  another  example  of  the  socialistic 
leaning  of  the  artistic  temperament.  Upon  the  whole,  pub- 
lic opinion  is  becoming  increasingly  sensitive  to  social  suf- 
fering and  to  social  needs.  The  new  aspirations  find  expres- 
sion in  such  work  as  that  of  charity  organization,  improving 
the  dwellings  of  the  poor,  providing  accessible  recreation,  and 
bringing  the  best  instruction  to  the  doors  of  the  masses  of  the 
people.  All  this  cannot  fail  to  increase  our  knowledge  of  the 
causes  of  misery,  at  the  same  time  that  it  calls  out  and  rein- 
forces the  motive  power  necessary  to  deal  with  them.  Tend- 
ing, as  it  does,  to  stimulate  the  economic  imagination  and  to 
incite  to  patient  research,  the  apparent  reaction  against  eco- 
nomic teaching  will  prove,  in  the  long  run,  to  have  greatly 
aided  its  reconstruction  and  widely  extended  its  influence. 

Nothing,  indeed,  can  well  be  more  promising  than  the  pres- 
ent outlook  for  economic  science  in  this  country.  In  spite  of 
a  little  superficial  and  formal  dilTerence  between  its  expositors, 
they  are  in  substantial  agreement  as  to  the  method  and  treat- 
ment of  the  study.  Different  relative  values  may  be  assigned 
by  different  economists  to  theory,  history,  and  statistics ;  and 
there  is  a  certain  difference  as  to  social  ideals  and  as  to  the 
best  means  of  realizing  them.  But,  when  we  come  to  specific 
results  and  to  actual  researches,  the  disagreement  is  really 
less  than  in  most  other  studies.  If  the  present  writer,  after 
an  exceptionally  large  experience  in  examining,  may  venture 
to  single  out  the  writers  who  seem  to  have  most  influenced 
serious  students  in  this  country,  he  would  be  inclined  to  name 
General  Walker,  Professor  Marshall,  Jevons,  Dr.  Sidgwick, 
Cliffe  Leslie,  Mr.  Raskin,  and  the  German  socialists.  And 
nothing  is  clearer  than  that,  whatever  apparent  discordance 
there  may  be  between  the  various  members  of  this  group,  the 
new  school  of  economy  can  and  does  assimilate  the  best  part 
of  the  teaching  of  them  all,  without  any  sense  of  inconsistency 
or  contradiction.     The  position  of  this  school  in  England  is 
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not  very  different  from  that  maintained  by  Professor  Wagner 
in  Germany  or  that  laid  down  by  the  editor  of  this  journal  in 
his  introductory  article.  To  the  present  writer,  it  seems,  how- 
ever, that  Professor  Dunbar  in  describing  the  new  school  char- 
acterizes it  by  its  extreme  wing  rather  than  by  its  centre,  and 
consequently  hardly  does  justice  to  the  importance  of  the 
change  of  attitude.  He  regards  the  movement  as  a  conflict 
between  the  supporters  of  the  deductive  and  inductive 
methods.  No  doubt,  this  has  been  stated  in  so  many  words  by 
some  of  the  new  school ;  but  it  does  not  represent  their  prac- 
tice and  their  real  meaning.  Mr.  Thorold  Rogers,  for  in- 
stance, thus  states  his  own  view  in  the  preface  tp  his  new 
book :  "  Speculative  political  economy  has  been  a  most  dan- 
gerous guide ;  nothing  but  inductive  economy  is  to  be  trusted 
as  an  interpreter  of  facts.  We  are  as  yet  in  the  infancy  of 
that  phase  of  the  science."  But  it  is  clear  that  Mr.  Rogers 
has  no  quarrel  with  the  deductive  method.  He  uses  it  freely 
and  often  with  signal  success  in  this  very  work.  It  is  specula- 
tive and  not  theoretical  economy  which  is  to  be  condemned. 
Induction  is  a  necessary  part  of  this  theoretical  economy,  and 
no  doubt  theoretical  economy  of  a  really  scientific  kind  largely 
remains  to  be  written.  Of  pure  theory  proper,  Jevons  is 
almost  the  only  English  representative.  There  is  no  quarrel 
with  such  theory,  nor  with  its  inductive  basis. 

What  the  new  school  protest  against  is :  first,  the  unscien- 
tific and  meagre  way  in  which  deduction  was  used ;  secondly, 
the  unwarrantable  dogmatism  with  which  this  loose  "  deduc- 
tion "  was  applied  to  practice ;  thirdly,  the  exaggerated  esti- 
mate of  the  importance  of  theory,  even  when  applied  with  the 
greatest  care.  In  their  view,  though  it  is  worth  while  to 
study,  and  therefore  worth  while  to  study  accurately,  the 
workings  of  private  interest  under  a  system  of  competition, 
yet  human  nature  is  not  all  self-interest,  real  or  fancied,  nor 
is  the  social  structure  wholly  competitive.  They  have  quite 
done  with  the  old  notion,  that  a  positive  science  of  economics 
can  be  constructed,  which  even  in  the  industrial  sphere  can  be 
independent  of  morality  and  justice,  purely  rigid  and  mechani- 
cal ill  its  principles.  Every  one  can  see  that  laisaez  fairCy  for- 
merly a  foregone  conclusion,  is  now  scarcely  even  a  presump- 
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tion.  Bat  this  is  only  half  the  change.  It  is  the  mechanical, 
unmoral  economics,  even  more  than  the  policy  of  laUsez  foUre, 
which  the  new  school  has  banished  to  Saturn.  The  state, 
said  M.  Thiers,  in  a  famous  and  memorable  passage,  must  act 
as  an  honorable  man  would  act.  The  new  school  hold,  what 
is  quite  as  important,  that  a  man  must  act  as  honorably  in  his 
industrial  capacity  as  he  would  in  his  private  relations.  They 
will  not  allow  him,  by  pleading  ''  the  state  of  the  market,^  to 
excuse  himself  from  the  ordinary  obligations  of  humanity. 
With  the  old  school,  the  worst  scandals  were  calmly  referred 
to  '^  demand  and  supply,"  as  though  such  a  reference  were 
final.  With  the  new  school,  if  the  conditions  of  the  market 
are  such  as  to  lead  to  injustice  or  to  swell  the  mass  of  social 
wreckage,  these  conditions  must  be  overhauled,  and  as  far  as 
may  be  rectified.  It  is  their  decided  conviction  that,  if  com- 
petition is  to  remain  the  basis  of  economic  relations,  society 
must  see  that  it  is  so  held  in  check  that  it  shall  not  violate  the 
older  and  deeper  principles  of  justice  and  humanity. 

Such  a  change  of  view  is  surely  of  the  highest  significance ; 
and,  as  it  has  been  gradually  realized  by  the  English  public, 
the  effects  have  been  most  marked.  The  philanthropic  feel- 
ing, the  artistic  aspirations,  the  moral  enthusiasm,  which  a 
generation  ago  concentrated  themselves  in  an  attack  on  mate- 
rialistic economy,  now  gladly  co-operate  with  economists,  and 
seek  their  advice.  There  is  a  general  awakening  of  interest 
in  the  study.  Social  and  economic  unions  are  springing  up 
in  all  parts,  particularly  in  the  university  towns.  In  Oxford 
and  Cambridge,  the  University  Extension  movement,  origi- 
nated by  Professor  Stuart,  is  largely  based  upon  economic 
and  social  interest,  and  in  its  turn  has  greatly  contributed 
to  give  a  practical  tone  to  the  younger  economists,  and  to  put 
them  in  sympathy  with  the  industrial  classes.  In  Scotland, 
the  economic  revival  is  equally  patent.  Edinburgh  has  its 
Social  Union,  Glasgow  and  other  towns  their  economic  socie- 
ties; and  the  University  Extension  movement  is  already  set 
on  foot  north  of  the  Tweed. 

With  us  as  with  you,  the  desire  is  everywhere  felt  for  an 
organization  which  shall  unite  and  concentrate  these  new  and 
growing  interests.    The  Statistical  Society,  which  celebrated 
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its  jabilee  in  1884,  is  larger  and  more  nsefal  than  ever ;  bat 
it  prefers  to  confine  itself  mainly  to  work  of  the  nmnerical  or 
descriptive  order.  It  is  proposed  to  form  an  economic  society 
which  would  be  wider  in  its  purposes.  It  would  aim  at  the 
advancement  of  theory,  at  the  consolidation  of  economic  opin- 
ion, at  the  encouragement  of  historical  research,  and  at  the 
criticism  and  direction  of  industrial  and  financial  policy.  In 
time,  no  doubt,  it  would  acquire  a  valuable  library  and  furnish 
students  with  the  necessary  bibliographical  aids.  It  might 
also  publish  a  journal,  undertake  a  series  of  reprints  and 
translations,  and  compile  a  dictionary.  All  this  is  at  present 
in  the  clouds.  But  it  is  scarcely  doubtful  that  we  shall 
shortly  follow  the  lead  so  ably  set  us  on  your  side  of  the 
Atlantic.  Meanwhile,  we  heartily  wish  success  to  your  asso- 
ciation, and  tender  our  appreciative  thanks  for  your  most 
admirable  and  welcome  journal. 

H.   S.   FOZWELL. 
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APPENDIX. 


WORKMEN'S  INSURANCE  IN  GERMANY. 
[Prepared  by  F.  W.  Taussig.] 

The  acts  for  the  insurance  of  workmen  against  sickness  and  acci- 
dents are  the  most  important  results  of  the  policy  of  social  reform  which 
has  been  entered  on  in  Germany  within  the  last  few  years.  The  dis- 
cussions which  led  to  these  measures  hinged  at  first  on  the  amendment 
of  the  employer's  liability  act  of  1871,  whose  working  had  not  been 
entirely  satisfactory.*  They  took  wider  scope  as  the  socialist  agitation 
gave  a  stimulus  to  the  idea  of  a  conscious  and  regulated  interfer^ce  by 
the  state  for  the  aid  of  the  poorer  classes.  A  first  result  was  in  the  acts 
of  April  7  and  8,  1876,  by  which  communes  were  empowered  to  compel 
workmen  to  join  associations,  either  of  a  voluntary  nature  or  established 
by  the  commune  itself,  for  insurance  against  sickness.  Communes 
were  also  empowered  to  compel  employers  to  contribute  to  such  asso- 
ciations sums  up  to  one-half  the  amount  contributed  by  workmen. 
I/Cgislation  of  more  stringent  character  was,  however,  strongly  urged, 
for  which  the  Knappschaftavereine  in  mining  industries  gave  a  model. 
These  associations,  which  have  existed  for  centuries,  and  membership 
in  which  has  been  for  many  years  compulsory  in  most  German  states 
for  mine-owners  and  miners,  insure  the  workmen  against  sickness,  -per- 
manent  injury,  and  death,  by  means  of  premiums  paid  by  owners  and 
workmen.  The  first  step  for  a  general  application  of  this  method  was 
taken  in  a  bill  for  insurance  against  accident,  submitted  to  the  Reichstag 
in  March,  1881,  and  providing  for  a  centralized  insurance  managed  by 
an  imperial  bureau  and  for  contributions  from  the  fimds  of  the  Em- 
pire. The  Reichstag  amended  it  by  putting  the  management  in  the 
liands  of  the  federal  states,  and  not  of  the  Empire.  In  this  form  the 
bill  was  passed  by  the  Reichstag,  but  rejected  by  the  Bundesrath.  A 
second  bill  was  presented  in  1882,  providing  for  insurance  both  against 
sickness  and  against  accident.  That  part  of  it  only  which  provided 
for  sick  insurance  was  found  acceptable,  and,  being  taken  up  separately, 
became  law  on  June  15,  1883.  A  third  project  for  insurance  against 
accident  was  presented  in  the  following  year,  dififering  from  the  previous 
schemes  in  that  it  called  for  no  contributions  from  imperial  resources, 
and  organized  more  carefully  the  associations  by  which,  under  the  second 

*  Somo  sketch  of  tho  discussion  that  preceded  the  legislation  may  be  fonnd 
in  an  article  by  G.  Schmoller,  *'  Haftpflicht  und  Unfallyersichenmg,"  in  the  Jahr- 
tmeh/Ur  Owetzgebiutfft  vol.  v.,  pp.  249-318. 
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project,  the  insurance  was  to  have  been  undertaken.  The  third  bill 
finally  became  law,  July  4, 1884.  Certain  supplementary  acts,  extending 
the  fundamental  provisions  of  these  main  acts  with  more  or  less  modi- 
fication to  occupations  not  previously  embraced,  have  since  been  passed, 
and  are  noted  below. 

A  considerable  body  of  literature  has  sprung  up  on  this  legislation^ 
and  several  periodicals  have  been  established  to  aid  In  its  observance 
or  operation.  The  Imperial  Insurance  Bureau  issues  AnUUche  Naeh- 
richten  (Berlin),  which  are  now  in  their  third  year ;  and  it  also  gives 
its  sanction  to  a  semi-official  publication.  Die  Arbeiteroeraorgtmg  (Keu- 
wied),  which  is  in  its  fourth  year.  Other  private  periodicals  are  Din 
BwufngenossenschaJ't  (Berlin)  and  Die  Arbeiterverstcherung  (Dresden). 

We  print  a  translation  of  the  essential  parts  of  the  texts  of  the  acts 
of  1883  and  1884.  Non-essential  parts  are  omitted  ;  and  of  some  parts 
we  print,  instead  of  the  full  text,  an  abstract,  indicated  by  brackets. 

AN  ACT  FOR  THE   INSURANCE  OF  WORKMEN  AGAINST 
SICKNESS,  APPROVED  JUNE   15,   1883.» 

A.  CoMPULSORT  Insurance. 

§  1.  Persons  who  are  employed  at  a  salary  or  for  wages  — (1)  in 
mines,  salt  works,  establishments  in  which  ores  are  treated,  quarries, 
pits,  factories,  smelting  works,  railroads  and  river-steamships,  on 
wharves,  and  in  building  operations ;  (2)  in  mechanical  trades  and  in 
any  permanent  manufacturing  occupation ;  (3)  iu  establishments  in 
which  machines  moved  by  steam  or  other  natural  power  (wind,  water, 
steam,  gas,  hot  air,  etc.)  are  used,  except  where  there  is  no  more  than 
temporary  use  of  a  machine  not  forming  part  of  the  plant  —  shall  be 
insured  against  sickness  according  to  the  provisions  of  this  act,  ex- 
cepting those  persons  mentioned  in  §  2,  paragraphs  2-6,  and  except- 
ing those  whose  employment  is  from  its  nature  temporary  or  limited 
by  contract  to  a  period  of  Ies3  than  one  week.  Administrative  offi- 
cers (Betriebabeamte)  are  subject  to  compulsory  insurance  only  if  their 
pay  does  not  exceed  6  2-3  marks  for  every  work  day. 

Salary  or  wages,  in  the  sense  of  this  act,  shall  include  tarUihmes 
and  payments  in  kind.  The  money  equivalent  of  the  latter  is  to  be 
reckoned  according  to  the  average  prices  of  the  locality. 

§  2.  A  commune,  or  an  association  of  communes,  may  by  ordi- 
nance extend  the  provisions  of  §  1  to :  (1)  those  parsons  specified  in 
§  1  whose  employment  is  from  its  nature  temporary  or  limited  by 

•  The  text  of  this  act  Is  given  in  the  JahrbVLcher  fUr  NationcUdkonomie,  vol. 
vii  (neae  Folge),  pp.  436-452.  French  translations  are  in  the  Annuaire  de  Legis- 
lation Etrangkre  for  1883,  pp.  119-157,  and  in  the  BuXUtin,  de  Statiatique  et  de  JA- 
gisUUion  Comparie,  vol.  xiv.,  p.  90. 
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contract  to  a  period  of  leas  than  one  week;  (2)  clerks  and  appren- 
tices in  mercantile  establishments  and  in  apothecaries'  shops ;  (8)  per- 
sons employed  in  transportation  otherwise  than  as  specified  in  §  1 ; 
(4)  persons  employed  ontside  the  seat  of  the  establishment  by  those 
carrying  on  a  mechanical  trade  [Qewefbetreibend€\ ;  (5)  persons  carry* 
ing  on  independently  a  mechanical  trade  in  their  own  estabUshments, 
at  the  orders  and  on  account  of  others  (household  industry);  (6) 
agricultural  laborers  and  those  employed  in  forests. . . . 

[§  3  provides  that  persons  employed  in  the  public  service  of  the 
empire,  of  one  of  its  constituent  states,  or  of  a  municipal  body,  at 
fixed  salaries,  are  not  to  be  affected  by  the  act] 

B.   GEMEINDEKRAMKENVERSICHERUKa.* 

§  4.  For  all  persons  subject  to  compulsory  insurance,  insurance 
takes  place  at  the  hand  of  the  commune,  unless  undertaken  by  an 
OrtskrankenkoMse  (§  16),  by  a  Betriebi-  (Fabrib-)  Krankenkasse  (§  58), 
a  Baukrankenkaue  (§  69),  an  Innungskrankenkasse  (§  73),  or  a  reg- 
istered or  duly  authorized  Hilfskasse  (§  75).  Persons  of  the  kind 
mentioned  in  §§  1,  2,  3,  who  are  not  subject  to  insurance,  and  domes- 
tic servants,  shall  have  the  right  to  join  the  Oemeindekrankenver' 
iicKerung  in  the  commune  in  which  they  are  employed.  They  may 
join  by  written  or  verbal  notice  to  the  commune  or  its  officers,  but 
shall  have  no  right  to  benefits  in  case  of  sickness  that  has  begun  at 
the  time  of  giving  notice.  Those  who  have  joined  and  have  failed 
to  pay  the  insurance  contribution  for  two  successive  dates  of  their 
falling  due  forfeit  their  insurance  at  the  hand  of  the  commune. 

§  5.  Those  persons  for  whom  Oemeindekrankenverticherung  takes 
place  are  to  be  given  by  the  commune  within  whose  limits  they  are 
employed  benefits  in  case  of  sickness,  or  in  case  of  disability  from 
work  brought  about  by  sickness.  From  such  persons  the  commune 
shall  raise  sick  insurance  contributions  (§  9). 

§  6.  There  shall  be  granted  as  benefits  in  case  of  sickness :  (1) 
from  the  begianing  of  sickness,  gratuitous  medical  attendance,  medi- 
cines, spectacles,  trusses,  and  similar  appliances ;  (2)  in  case  of  disa- 
bility from  work,  for  each  working  day,  beginning  with  the  third  day 
after  the  day  on  which  sickness  begins,  a  sick  pay  of  on^half  of  the 
daily  pay  of  ordinary  laborers  at  the  locality. 

These  benefits  shall  cease,  at  latest,  at  the  close  of  the  thirteenth 
week  after  the  beginning  of  the  sickness. 

The  communes  are  empowered  to  make  regulations  whereby  sick 
pay  is  to  be  granted  only  in  part  or  not  at  all  in  cases  where  the  sick- 
ness has  been  brought  about  intentionally,  by  criminal  participation  in 

•  iDflannce  at  the  hand  of  the  commnmw. 
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MSftolts  and  brawls,  by  drunkenness,  or  by  sezoal  ezoesses ;  and  also 
regulations  whereby  persons  who  are  not  subject  to  compulsory  in- 
surance and  who  voluntarily  join  the  Oememdekrankenverrieherting 
are  to  obtain  aid  only  at  the  close  of  a  specified  period  after  their 
joining, —  that  period,  however,  not  to  exceed  six  weeks. 

Sick  pay  is  to  be  paid  at  the  close  of  each  week. 

§  7.  In  place  of  the  benefits  prescribed  in  §  6,  free  treatment  in  a 
hospital  may  be  given :  (1)  for  those  who  are  married  or  members  of 
a  family,  with  the  consent  of  their  family,  or  without  that  consent 
if  the  sickness  calls  for  treatment  such  as  cannot  be  given  properly 
by  the  family ;  (2)  for  all  other  persons  unconditionally. 

If  the  person  taken  to  a  hospital  has  others  dependent  on  him, 
whom  he  has  previously  supported,  he  b  to  receive  in  addition  to  free 
hospital  treatment  the  sick  pay  provided  for  in  §  6. 

§  8.  The  amount  of  the  daily  wages  of  ordinary  laborers  in  each 
locality  is  to  be  determined  by  the  higher  administrative  authorities 
after  consultation  with  the  communal  authorities.  The  determina- 
tion is  to  be  made  separately  for  men  and  for  women,  for  young  per- 
sons and  for  adults.  Apprentices  shall  be  assumed  to  receive  the 
wages  of  young  persons. 

§  9.  The  insurance  contributions  to  be  raised  by  the  communes, 
except  as  otherwise  provided  in  §  10,  are  not  to  exceed  1  1-2  per  cent, 
of  the  daily  wages  of  the  locality,  and  are  to  be  raised  at  that  rate 
unless  otherwise  provided  for.  [Separate  accounts  are  to  be  kept  by 
the  communes  of  the  receipts  and  expenses  for  this  purpose.] 

If  the  receipts  on  insurance  account  do  not  suffice  for  the  pay- 
ments due  from  it,  the  deficit  is  to  be  made  good  from  the  general 
resources  of  the  commune,  and  is  to  be  repaid  to  the  commune  out 
of  the  insurance  account,  provided  that  the  provisions  of  §  10  in 
regard  to  that  account  have  been  complied  with. 

§  10.  If  the  yearly  accounts  show  that  the  lawful  insurance  con- 
tributions do  not  suffice  to  pay  the  lawful  benefits,  the  contributions 
can  be  raised,  with  the  consent  of  the  higher  administrative  authori- 
ties, to  2  per  cent,  of  the  ordinary  daily  wages  of  the  locality.  Any 
excess  of  receipts  over  expenses,  so  far  as  not  needed  to  reimburse  the 
commune  for  advances  made  by  it,  is  to  be  used  for  the  accumulation 
of  a  reserve  fund  to  the  amount  of  the  annual  average  total  receipts. 
The  contributions  shall  then  be  lowered  to  1  1-2  per  cent,  of  the  ordi- 
nary daily  wages  of  the  place.  If,  thereafter,  an  excess  of  receipts 
still  remains,  the  commune  shall  determine  whether  contributions  are 
to  be  further  lowered  or  an  increase  in  the  benefits  granted  is  to  be 
made.  Should  the  commune  take  no  action,  the  higher  administra- 
tive authority  may  require  a  reduction  of  the  contributions. 
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§  11.  If  persons  for  whom  CkmeindekratikenveriicKerung  has  set 
in  leave  the  occupations  whereby  they  became  entitled  to  that  insur- 
ance and  do  not  enter  an  occupation  in  which  they  become  by  this 
act  entitled  to  insurance,  their  right  to  aid  shall  continue  so  long  as 
they  continue  to  pay  the  insurance  contributions,  and  either  remain 
in  the  commune  in  which  they  formerly  Uyed  or  else  have  their  dom- 
icile in  the  commune  in  which  they  were  last  employed. 

§  12.  A  number  of  communes  can  agpree  to  unite  for  joint  com- 
munal insurance.  [Detailed  provisions  are  made  for  such  joint 
action,  which  can  also  be  prescribed  by  the  higher  administrative 
bodies.] 

§  13.  If  in  any  commune  there  are  less  than  fifty  persons  for 
whom  communal  insurance  is  to  take  place,  or  if  the  yearly  accounts 
of  any  commune  show,  after  the  increase  of  the  insurance  contri- 
butions to  2  per  cent,  of  daily  wages,  that  permanent  supplements 
from  the  general  funds  of  the  communes  are  needed  to  pay  the 
benefits  herein  provided  for,  such  commune  on  its  own  application 
can  be  joined  by  the  higher  administrative  authorities  with  one  or 
more  neighboring  communes  for  joint  insurance.  Should  these  con- 
ditions take  place  for  the  majority  of  the  communes  belonging  to 
a  larger  communal  association,  the  higher  administrative  authorities 
may  require  that  such  larger  communal  association  shall  take  the 
place  of  the  individual  communes  for  the  purpose  of  sick  insurance. 
[Sections  14  and  15  make  further  and  detailed  provisions  for  joint 
action  by  communes.] 

C.  Ortskrakkenkassen.* 

§  16.  The  communes  shall  have  the  right  to  establish  for  persons 
liable  to  insurance,  who  are  employed  within  their  limits,  OrUkranken- 
kassen,  provided  that  the  number  of  persons  to  be  insured  by  such 
association  be  at  least  one  hundred.  The  Ortskrankenkassen  shall  be 
established,  as  a  rule,  for  persons  employed  in  one  trade  or  in  one 
class  of  occupations.  Joint  Ortskrankenkassen  may  be  established 
for  several  trades,  or  several  classes  of  occupations,  if  the  number 
employed  in  the  individual  trades  or  occupations  is  less  than  one 
hundred. 

Trades  or  occupations  in  which  one  hundred  or  more  persons  are 

employed  can  be  united  with  other  trades  or  occupations  in  a  joint 

Ortskrankenkasse  only  in  case  the  persons  employed  have  been  given 

an  opportunity  to  express  their  wishes  in  regard  to  the  establishment 

of  the  joint  association.    Should  there  be  opposition,  the  higher 

administrative  body  is  to  decide  as  to  the  establishment  of  such  joint 

association. 

*  Local  Bick  aflsociatioxifl. 
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§  17.  The  higher  administratiye  body  may  require  the  oommune 
to  establiah  an  Ortskrankenkasse  for  persons  employed  in  a  trade  or 
oocupationy  if  such  action  is  requested  by  the  persons  o(»ioemed,  and 
if  this  request,  after  opportunity  given  for  the  expression  of  opinion 
by  all  concerned,  b  made  by  more  than  half  of  these  and  by  at  least 
one  hundred  persons.  A  similar  requirement  may  be  made  for  the 
establishment  of  a  joint  Ortskrankenkasse  for  a  number  of  trades  or 
occupations,  if  more  than  one-half  of  the  persons  employed  in  each 
trade  and  in  each  occupation,  and  at  least  one  hundred  persons,  join 
in  the  request. 

[Further  provision  is  then  made  for  the  establishment  of  Ortskran' 
kenkassen,  which  are  authorized  in  certain  cases  even  if  their  mem- 
bership is  less  than  one  hundred.] 

§  20.  The  Ortskrankenkassen  shall  provide  at  the  least :  (1)  a  sick 
pay,  which  is  to  be  ascertained  in  the  manner  specified  in  §§  6,  7,  8, 
substituting,  however,  for  the  daily  wages  of  ordinary  laborers  the 
average  daily  wages  of  those  trades  or  classes  for  whom  the  associa- 
tion is  established,  in  so  far  as  that  average  shall  not  exceed  three 
marks  per  working  day ;  (2)  a  similar  payment  to  women  in  child- 
birth for  three  weeks  after  the  birth ;  (3)  in  case  of  death,  a  payment 
of  twenty  times  the  average  wages  of  day  laborers  in  the  locality,  as 
described  in  §  8. 

The  average  wages  of  the  members  of  such  an  association  may  also 
be  arranged  in  classes,  in  so  far  as  there  are  differences  between  the 
wages  of  different  members.  In  such  case,  the  average  daily  wages  in 
any  one  class  shall  not  be  fixed  at  more  than  four  marks  per  day  nor 
at  less  than  the  amount  of  the  wages  of  ordinary  laborers  (§  8). 

[§  21  provides  that  Ortskrankenkassen^  if  they  see  fit,  may  enlarge 
their  benefits  by  extending  the  time  for  which  aid  shall  be  granted, 
by  increasing  the  amount  of  sick  pay,  by  granting  sick  pay  to  those 
who  are  treated  in  hospitals,  and  in  other  specified  ways ;  but  they 
may  not  provide  for  benefits  to  invalids,  widows,  or  orphans.] 

§  22.  The  contributions  to  the  Ortskrankenkassen  are  to  be  fixed 
at  a  percentage  of  daily  wages  sufficient,  when  added  to  such  other 
receipts  as  there  may  be,  to  provide  for  the  statutory  benefits,  running 
expenses,  and  a  reserve  fund  as  required  by  §  82. 

§  28.  The  communal  authority,  after  a  hearing  of  the  persons  con- 
cerned or  their  representatives,  shall  establish  by-laws  [^Kassenstatut'] 
for  each  Ortskrankenkasse,  The  by-laws  shall  determine :  (1)  the  clas- 
sification of  the  persons  subject  to  insurance  who  are  to  be  members 
of  the  association ;  (2)  the  benefits  to  be  given ;  (3)  the  amount  of 
the  contributions ;  (4)  the  choice  of  the  executive  committee  [  Vor- 
stand]  and  its  powers;  (5)  the  composition  of  the  general  meeting 
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and  the  mftimer  in  which  it  shall  be  called  and  shall  conduct  its  busi- 
ness ;  (6)  the  manner  of  amending  the  rules  and  regulations ;  (7)  the 
rendering  and  auditing  of  the  yearly  accounts.  The  by-laws  shall 
contain  nothing  inconsistent  witii  the  objects  of  the  association  or 
with  provisions  of  law. 

§  24.  The  by-laws  of  the  association  must  be  approved  by  the 
higher  administrative  authorities,  which  shall  take  action  with  regard 
to  them  within  six  weeks,  and  shall  approve  them  unless  they  fail  to 
comply  with  the  provisions  of  this  law.  If  approval  is  refused,  the 
reasons  therefor  shall  be  communicated.  [Provision  is  made  for  an 
appeal  from  such  a  decision  of  the  higher  administrative  authori- 
ties.] . . . 

§  26. . . .  The  by-laws  may  further  determine :  (1)  that  members 
who  have  repeatedly  defrauded  the  association  shall  be  excluded ;  (2) 
that  members  who  have  brought  on  their  sickness  intentionally,  by 
criminal  participation  in  assaults  or  brawls,  by  drunkeDntss,  or  by 
sexual  excesses,  shall  not  receive  the  benefits  or  receive  them  only 
in  part ;  (3)  that  a  member  who  has  received  the  statutory  benefits 
for  thirteen  weeks  uninterruptedly,  or  for  thirteen  weeks  of  a  single 
calendar  year,  shall  receive,  on  occasion  of  a  new  sickness,  the  law- 
ful minimum  of  aid  only  if  a  period  of  thirteen  weeks  or  more 
has  elapsed  between  the  granting  of  the  previous  aid  and  the  begin- 
ning of  the  new  sickness;  (4)  that  persons  not  subject  to  compul- 
sory insurance,  who  have  become  voluntarily  members  of  the 
association,  shall  not  receive  aid  until  the  end  of  a  period  not  ex- 
ceeding six  weeks  after  their  joining  the  association. 

[The  Dext  sections  make  further  provisions  as  to  the  Ortskrank- 
etikasseti,  among  others  that  membership  shall  cease  when  the  pay- 
ment of  contributions  has  not  been  made  on  two  successive  dates 
of  payment  due ;  that  members  who  lose  their  employment  shall 
retain  their  right  to  aid  from  the  association  for  a  period  of  not  more 
than  three  weeks  after  the  time  when  their  membership  ceases ;  that 
employers  who  are  under  an  obligation  to  make  payments  to  the 
association  out  of  their  own  means  shall  have  a  representation  on  its 
executive  committee  not  exceeding  one-third  the  number  of  the  com- 
mittee; that  several  communes  can  unite  for  the  establishment  of 
joint  Ortskrankenkassen.']  .  .  . 

§  44.  The  supervision  of  the  Ortskrankenkassen  shall  be  under- 
taken in  communes  of  more  than  ten  thousand  inhabitants  by  the 
communal  authorities;  elsewhere,  by  such  authorities  as  may  be 
designated  by  the  governments  of  the  respective  federal  states. 

§  45.  The  supervising  authority  shall  see  that  the  provisions  of  law 
and  of  the  by-laws  are  obeyed,  and  may  compel  obedience  by  threat- 
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ening  and  fixing  penalties  on  the  offioen  of  aaeooiationa.  It  may 
inspect  all  transactions,  books,  and  accounts  of  the  association,  and 
examine  the  cash.  It  may  require  meetings  of  the  officers  of  the 
association  to  be  held,  and,  in  case  of  need,  may  itself  call  such 
meetings. .  • . 

D.  Provisions  coicmoh  to  6BMBnn>BKitANKBM  vebsichsbung  and 

TO  Ortskbankenkassen. 

§  49.  Employers  shall  give  notice,  at  least  three  days  after  employ- 
ment begins,  of  every  person  employed  by  them  to  whom  Oew^nde- 
krankenvenicherung  applies  or  who  belongs  to  an  OrUkrankenkasMe^ 
and  shall  give  notice,  at  least  three  days  after  the  close  of  the  employ- 
ment, of  such  close.  [Provision  is  made  for  the  places  at  which  these 
notices  shall  be  given.] 

§  50.  Employers  who  fail  to  give  the  notices  required  of  them 
shall  reimburse  all  expenses  incurred  in  consequence  of  statutory 
provision  by  a  commune  or  an  OrUkranhenkagse^  in  aid  of  any  person 
who  shall  have  become  sick  before  notice  given. 

§  51.  Employers  shall  pay  in  advance  the  contributions  which 
shall  become  due,  by  statute  or  lawful  regulation,  to  the  Qtmeinde- 
krankenversicherung  or  to  an  Ortskrankenkasie^  for  persons  employed 
by  them.  Contributions  to  the  former  shall  be  paid  weekly,  unless 
otherwise  determined  by  vote  of  the  communal  authorities.  Contri- 
butions to  the  latter  shall  be  paid  at  the  periods  fixed  by  their  rules 
and  regulations.  Contributions  shall  continue  to  be  paid  until  the 
required  notice  of  termination  of  employment  has  been  given. 
Money  so  paid  may  be  refunded  to  the  employer,  if  the  person  on 
whose  account  it  was  paid  shall  have  parted  in  the  mean  while  from 
the  insuring  body  to  which  the  payment  was  made. 

§  52.  Employers  shall  pay  out  of  their  own  means  one-third  of 
the  contributions  due  on  account  of  persons  employed  by  them  and 
liable  to  insurance.  By  local  ordinance  (§  2),  it  may  be  provided 
that  employers  who  do  not  use  steam-boilers  or  other  machinery  pro- 
pelled by  natural  power,  and  who  do  not  employ  more  than  two  per- 
sons subject  to  compulsory  insurance,  shall  be  released  from  the 
obligation  to  make  contributions  out  of  their  own  means. 

§  53.  Employers  shall  have  the  right  to  subtract  from  the  wages 
of  persons  employed  by  them  the  contributions  which  they  are 
obliged  to  pay  for  such  persons,  in  so  far  as  they  are  not  obliged  by 
§  52  to  pay  such  contributions  out  of  their  own  means,  provided  that 
such  subtractions  shall  be  made  proportionally  to  the  wages  due  at 
any  one  time  of  payment. . . . 
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§  56.  The  rights  accruing  under  this  act  to  persona  entitled  to 
benefits  may  not  be  forfeited,  transferred,  or  pledged,  and  may  be 
ofEset  only  by  contributions  due  on  account  of  ibem. 

§  67.  The  obligation  of  communes  or  poor  law  associations  for 
the  maintenance  of  persons  in  need  of  aid,  and  the  rights  which  per- 
sons insured  under  this  act  may  have  by  contract  or  by  force  of  law, 
against  third  persons,  shall  not  be  affected  by  this  act 

In  case  a  commune  or  poor  law  association  grants  aid,  lawfully 
required  of  it,  for  a  period  during  which  the  person  aided  had  rights 
by  force  of  this  act,  such  rights  shall  accrue  to  the  commune  or  asso- 
ciation to  the  extent  of  the  aid  granted  by  it  The  same  shall  hold 
good  of  employers  and  associations  which  shall  have  fulfilled,  under 
requirement  of  law,  an  obligation  incumbent  upon  communes  or  poor 
law  associations. 

In  case  the  Oemeindekrankenversicherung  or  an  OrUkrankenkoMse 
shall  haye  granted  benefits  in  a  case  of  sickness  for  which  the  insured 
person  had  a  legal  right  of  indemnity  against  third  persons,  this 
claim,  to  the  extent  of  the  benefits  granted,  shall  accrue  to  the 
Oemeindekrankenvenicherung  or  the  Ortskrankenkoise.  .  •  • 

E.  Betriebs-  (Fabrik-)  Krakksnxassbn.* 

§  59.  Associations  which  shall  be  created  for  one  or  more  estab- 
lishments carrying  on  the  trades  specified  in  §  1,  and  which  shall 
provide,  by  contract  or  factory  rules,  for  the  compulsory  membership 
of  the  persons  employed  in  such  establishments,  shall  be  subject  to 
the  following  provisions :  — 

§  60.  An  employer  who  employs  in  one  or  more  establishments 
fifty  or  more  persons  subject  to  compulsory  insurance  shall  have  the 
right  to  establish  a  Betnebs-  (^Fabrih-)  Krankenkasse,  He  may  be  com- 
pelled, by  order  of  the  higher  administrative  authority,  to  establish 
such  association,  if  a  request  to  this  effect  is  made  by  the  commune 
in  which  the  employment  takes  place  or  by  the  sick  association  of 
which  the  persons  employed  are  members.  Before  such  an  order  is 
issued,  the  employer  shall  have  an  opportunity  to  be  heard ;  the  per- 
sons employed  by  him,  or  their  elected  representatives,  shall  have 
a  similar  opportunity;  and,  should  the  request  come  from  an  Ortt- 
krankenkoMse,  the  commune  also  shall  have  such  opportunity. 

§  61.  Employers  in  whose  works  there  is  peculiar  danger  of  sick- 
ness to  the  persons  employed  may  be  compelled  to  establish  a  Be- 
triebs- {Fabrik-)  Krankenkasse,  even  though  they  employ  less  than  fifty 
persons.  Employers  employing  less  than  fifty  persons  may  be  per- 
mitted to  establish  such  an  association,  if  its  permanent  financial  sol- 

•Bick  Mflociatioiifl  for  pftrticalar  ettabllshmenti  (factories). 
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vency  is  made  certain  in  a  manner  satisfactory  to  the  higher  admin- 
istrative authority. 

§  62.  Employers  who  fail  to  fulfil  the  obligation  to  establish  a 
Betriebs-  (Fabrik-)  Krankenkasse  within  a  period  to  be  determined  by 
the  higher  adrainistrative  authority  shall  pay  out  of  their  own  means 
for  every  person  employed  by  them  and  subject  to  compulsory  insur- 
ance, contributions  of  not  more  than  five  per  cent,  of  the  wages 
earned,  to  the  C^emeindekrankenversicherung  or  to  the  Ortskrankenkasse. 
The  extent  of  such  contributions  shall  be  fixed  without  appeal  by 
the  higher  administrative  authority  after  a  hearing  of  the  communal 
authorities. 

[Further  rules  are  then  laid  down  for  these  Betriebi-  (Fahnh) 
Krankenhusen,  The  manner  of  making  out  their  by-laws  is  deter- 
mined, the  provisions  in  regard  to  the  Ortskrankenkasien  being  made 
to  apply  to  them,  with  certain  modifications.] 

§  65.  The  employers  in  whose  establishments  such  associations  are 
established  shall  pay  out  of  their  own  means  one-third  of  the  contri- 
butions due  for  members  by  the  statutes  of  the  associations.  They 
shall  have  the  right  to  deduct  from  wages,  at  each  regular  payment  of 
wages,  two-thirds  of  the  contributions  due,  the  deduction  being  made 
proportionally  to  the  wages  then  due. 

In  case  the  minimum  benefits  required  of  the  association  cannot 
be  covered  by  contributions,  after  these  contributions  have  reached 
three  per  cent,  of  the  average  daily  wages  or  earnings  of  the  persona 
insured,  the  employers  shall  pay  out  of  their  own  means  the  addi- 
tional sums  needed. . . . 

F.  Baukrankekkassek.* 

§  69.  For  persons  employed  in  building  railroads,  canals,  roads, 
levees,  dikes,  and  fortifications,  as  well  as  in  any  other  temporary 
building  operations,  Baukrankenkassen  shall  be  established,  at  the 
order  of  the  higher  administrative  authority,  by  the  persons  carrying 
on  the  operations,  if  they  employ  for  a  continuous  period  of  time 
a  considerable  number  of  workmen. 

§  70.  The  obligations  hereby  imposed  upon  the  persons  carrying 
on  building  operations  may  be  transferred,  with  the  consent  of  the 
higher  administrative  authority,  to  one  or  more  contractors  undei^ 
taking  a  part  or  the  whole  of  such  operations  on  their  own  account, 
provided  such  contractors  give  security  to  the  higher  administrative 
authority  for  the  fulfilment  of  their  obligations. 

§  71.  Builders  who  do  not  fulfil  the  obligation  imposed  upon 
them  by  §  69  shall  pay  out  of  their  own  means  to  persons  employed 

•  Sick  associations  for  building  operations. 
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by  them,  or  their  representatiTefl,  the  aids  provided  for  sach  persons 
by  §  20  in  case  of  sickness  or  death. . . . 

[Part  G  of  the  act  provides  for  Innvtngikrankenkaaen^  which  may 
be  formed  by  incorporated  associations  of  employers  for  the  applica- 
tion of  the  act  to  their  apprentices  and  journeymen.  Part  H  enacts 
that,  where  associations  for  aid  in  case  of  sickness  already  exist, 
snch  as  the  KnappBchaftskasien  of  mining  regions  and  the  registered 
HUlfikassen  (friendly  societies),  these  associations  shall  so  modify 
their  regalations  and  procedure  as  to  conform  to  the  provisions  of  the 
present  act] 

AN  ACT  FOR  INSURANCE  AGAINST  ACCIDENTS,  JULY  6, 1884.» 

I.  General  Pboyisions. 

§  1.  All  workmen  and  administrative  officers  (BetrMd>eamie)  em- 
ployed in  mines,  salt  works,  establishments  in  which  ores  are  treated 
(AufbereitungsanMtalten),  quarries,  pits,  on  wharves,  in  building  estab- 
lishments, in  factories  and  smelting  works,  shall  be  insured  in  accord- 
ance with  the  provisions  of  this  act  against  accidents  occurring  in 
the  course  of  their  occupations.  The  act  shall  apply  to  administrative 
officers  only  in  so  far  as  their  yearly  pay  or  salary  does  not  exceed 
two  thousand  marks. 

It  shall  also  apply  to  workmen  and  administrative  officers  em- 
ployed by  persons  who  undertake  the  execution  of  masonry,  carpen- 
try, roofing,  stone-cutting,  well-digging  work,  and  to  chimney-sweeps. 

The  establishments  enumerated  in  paragraph  1  shall  include,  for 
the  purposes  of  this  act,  all  undertakings  in  which  machinery  pro- 
pelled by  steam  or  other  natural  power  (?riud,  water,  steam,  gas,  hot 
air,  etc.)  is  used,  excepting  undertakings  accessory  to  agriculture  or 
forestry  and  not  specified  in  paragraph  I,  and  excepting,  also,  such 
undertakings  as  employ  temporarily  a  machine  not  forming  part  of 
the  permanent  plant 

Factories,  in  the  sense  of  this  act,  shall  mean  undertakings  in 
which  a  business  of  working  at  commodities  is  carried  on  (Bearbeil- 
ung  Oder  Verarbeitung  von  Oegenstdnden  getoerhsm&ssig  ausgefUhrt),  and 
in  which  not  less  than  ten  workmen  are  usually  ejiployed,  and  also 
undertakings  in  which  explosives  are  produced  in  course  of  business. 

[It   is   further    provided    that   the  Imperial  Insurance  Bureau 

•  The  text  in  German  U  in  Snppleroent-Heft  10  to  the  JahrbV^chtr fOr  NaUo^ 
naldkonomie  (1884).  French  translations  are  in  the  Annuaire  de  LiffigtatUm 
£trang^re  for  1884,  pp.  121-173,  and  in  the  Bulletin  de  StatUHque  et  de  LiffisUh 
don  Comparie,  vol.  xri.,  p.  216,  aeq. 
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{Reiekneniekerungsamt)  shall  decide  what  other  undertakings  are 
to  be  considered  factories ;  that  the  act  shall  apply  to  railroads  and 
steamships  which  form  an  essential  part  of  any  of  the  enumerated 
occupations ;  that  the  Bundesrath  may  exempt  undertakings  in  which 
there  is  no  danger  of  accident  from  the  obligation  to  insure.] 

§  2.  The  rules  and  regulations  of  an  insuring  body  (§  16,  9eq.) 
may  extend  the  obligation  to  insure  to  administrative  officers  haying 
a  salary  of  more  than  two  thousand  marks  a  year.  In  such  case,  the 
indemnity  is  to  be  calculated  on  the  basis  of  an  entire  year's  pay. 
The  rules  and  reg^ulations  may  further  determine  the  conditions 
under  which  an  employer  in  undertakings  specified  in  §  I  may  in- 
sure himself,  or  other  persons  not  subject  to  insurance  by  §  1,  against 
accident. 

§  3.  TarUt^mes  and  payments  in  kind  shall  be  considered  part 
salary  or  wages  in  the  sense  of  this  act.  The  money  value  of  articles 
received  in  Idnd  shall  be  reckoned  according  to  the  local  prices. 

Annual  earnings  shall  mean,  unless  made  up  of  fixed  sums  paid 
at  least  once  a  week,  three  hundred  times  the  average  earnings  per 
day.  In  those  occupations  in  which  the  customary  methods  of  work 
give  to  workmen  regularly  employed  a  smaller  or  larger  number  of 
working  days,  that  number  of  working  days  shall  be  counted  in  reck* 
oning  the  annual  earnings. 

[§  4  provides  that  officers  of  the  empire,  of  a  federal  state,  or  of 
a  municipal  body,  having  a  fixed  pay  and  entitled  to  pension,  shall 
not  be  affected  by  the  act] 

§  5.  The  insurance  shall  yield  indemnity  for  bodily  injury  or 
death,  to  be  measured  as  follows.  The  indemnity  in  case  of  bodily 
injury  shall  be:  (1)  those  expenses  of  cure  which  arise  after  the 
beginning  of  the  fourteenth  week  from  the  occurrence  of  the  injury ; 
(2)  a  regular  payment  to  be  made  after  the  beginning  of  the  four- 
teenth week  from  the  occurrence  of  the  injury,  to  the  person  in- 
jured, during  the  continuance  of  his  inability  to  work. 

This  payment  is  to  be  based  upon  the  average  earnings  per  day 
of  the  person  injured,  during  the  last  year  of  his  employment  in 
that  occupation  in  which  the  injury  took  place ;  but  any  excess  of 
earnings  over  four  marks  is  to  be  counted  for  only  one-third  of  its 
amount.  If  the  person  injured  has  not  been  employed  for  an  entire 
year  in  the  occupation  in  which  the  injury  took  place,  the  average 
annual  earnings  of  workmen  of  the  same  class  in  the  same  or  similar 
occupations  shall  be  used  as  the  basis  of  reckoning.  If  these  earn- 
ings do  not  reach  the  average  local  daily  wages  of  ordinary  laborers, 
as  fixed  by  the  higher  administrative  authorities  according  to  §  8  of 
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the  act  of  June  15,  1888,  for  insoranoe  against  sickness,  this  latter 
amount  shall  be  used  as  the  basis  of  reckoning. 

The  payment  shall  be :  (a)  in  case  of  complete  inability  to  work, 
66  2-8  per  cent,  of  the  earnings,  during  such  inability ;  (h)  in  case  of 
partial  inability  to  work,  a  portion  of  the  payment  specified  in  (a), 
to  be  determined  according  to  the  measure  of  earning  capacity  that 
remains.  No  right  to  indemnity  shall  belong  to  the  person  injured 
or  his  representatives,  if  he  has  intentionally  brought  about  the 
accident. 

[The  next  paragraphs  provide  for  the  accounting  between  the 
associations  which  have  to  insure  against  sickness  by  the  act  of  1888 
and  the  associations  which  have  to  insure  against  accident  by  this 
act,  for  the  indemnities  imposed  upon  them  respectively.] 

§  6.  In  case  of  death,  the  following  additional  indemnities  are 
to  be  granted :  (1)  for  expenses  of  burial,  twenty  times  the  daily 
earnings  as  determined  by  §  5,  but  not  less  than  thirty  marks ;  (2)  a 
pension  to  be  paid  to  the  representatives  of  the  person  killed,  which 
is  to  be  based  on  earnings  as  defined  in  §  5.  It  shall  be :  (a)  for 
the  widow  until  her  death  or  remarriage,  20  per  cent,  of  the  earnings ; 
for  every  fatherless  child  within  the  age  of  fifteen  years,  15  per  cent. ; 
and,  if  that  child  loses  or  has  lost  its  mother,  20  per  cent,  of  the 
earnings.  The  payments  to  widow  and  children  together  shall  not 
exceed  60  per  cent,  of  the  earnings.  If  a  higher  percentage  results 
from  the  above  provisions,  each  share  shall  be  reduced  proportionally. 
If  the  widow  marries  again,  she  shall  receive  three  times  the  amount 
of  her  annual  pension  as  payment  in  full.  No  right  shall  accrue  to 
the  widow,  if  her  marriage  with  the  person  insured  took  place  after 
the  occurrence  of  the  accident. 

(6)  For  parents  or  graudparents  {Anendenten)  of  the  person 
killed,  if  he  was  their  sole  support,  the  pension  shall  be,  until  their 
death  or  cessation  of  their  need,  20  per  cent  of  his  earniogs.  If 
there  be  several  persons  entitled  under  (6),  parents  shall  be  preferred 
to  grandparents.  If  persons  enumerated  under  (li)  and  persons 
enumerated  under  (a)  put  in  competitive  claims,  the  first  mentioned 
shall  have  rights  only  in  case  the  last  mentioned  put  in  a  claim  for 
the  maximum  pension.  Representatives  of  a  foreigner,  who  were 
not  living  within  the  country  at  the  time  of  the  accident,  have  no 
claim. 

[§  7  provides  that,  in  place  of  the  indemnity  secured  by  §  5,  treat- 
ment in  hospitals  can  be  given  under  the  same  conditions  as  are 
enumerated  in  the  act  for  insurance  against  sickness.] 

§9.  The  insurance  shall  be  undertaken  by  the  employers  (JJnter- 
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nekmer)  in  the  occupations  mentioned  in  §  1,  who  are  to  be  united 
for  this  purpose  in  Beruftgeno8$en$chafte9^^  which  are  to  be  formed 
for  specified  districts,  and,  as  a  rule,  shall  include  all  establishments 
within  each  district  in  the  branches  of  industry  for  which  the  asso- 
ciations are  formed. 

The  person  on  whose  account  the  business  is  carried  on  shall  be 
reckoned  as  the  employer.  Establishments  in  which  are  included 
occupations  of  different  kinds  shall  be  assigned  to  that  Berufsgenot- 
ieruehaft  to  which  the  main  occupation  belongs.  The  Berufigenouen' 
ickaflen  can  acquire  rights  and  assume  obligations,  sue  and  be  sued, 
under  their  own  names.  For  their  debts,  their  property  only  shall 
be  liable. 

§  10.  The  means  for  paying  the  indemnities  assumed  by  the  B&' 
rufsgenoiMmehqften,  and  for  paying  the  expenses  of  their  adminis- 
tration, shall  be  raised  by  contributions  which  are  to  be  fixed  year 
by  year  on  the  basis  of  the  wages  and  salaries  earned  in  the  respec- 
tive establishments  by  the  persons  insured,  and  on  the  basis  of  the 
danger-tariff  hereinafter  provided  for  (§  28).  Any  excess  of  wages 
or  salaries  over  an  average,  during  the  period  of  contribution,  of 
four  marks  per  day,  shall  be  reckoned  only  for  one-third  of  such 


No  contributions  may  be  raised  from  the  members  of  the  Berufi' 
genoaenseha/lenj  nor  may  their  property  be  employed,  for  other  pur- 
poses than  the  payment  of  the  indemnities  imposed  on  them,  the 
granting  of  prizes  for  rescuing  persons  in  danger  and  for  preventing 
accidents,  and  the  accumulation  of  reserve  funds. . . . 

n.  Formation  and  Change  of  the  Berufsoenossensghaften. 

§  11.  Every  employer  in  an  establishment  mentioned  in  §  1  shall 
give  notice  to  the  lower  administrative  authorities,  within  a  period 
to  be  fixed  and  publicly  announced  by  the  Imperial  Insurance  Bu- 
reau, of  the  articles  produced  by  him  and  the  manner  of  producing 
them.  For  the  establishments  of  which  no  notice  is  given,  the  au- 
thorities are  to  gather  information  as  they  can.  They  shall  have 
the  right  to  impose  a  fine  on  employers  of  not  more  than  one  hun- 
dred marks  for  failure  to  give  the  required  notice. 

The  lower  administrative  authorities  shall  draw  up  a  list  of  all 
establishments  in  their  district,  arranged  according  to  the  classifica- 
tion of  the  Imperial  Statistics,  stating  the  articles  produced,  the 
manner  in  which  they  are  produced,  and  the  number  of  employees 

•Trade  Aasociatioxifl. 
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who  are  to  be  insnrecL  This  list  shall  be  handed  to  the  apper  ad- 
minifltratiTe  authorities,  by  whom  it  is  to  be  corrected,  in  case  of 
need,  so  as  to  conform  to  the  classification  of  the  Imperial  Statistics. 
The  upper  administrative  authority  shall  hand  to  the  Imperial  In- 
surance Bureau  similar  lists  of  all  establishments  liable  to  insurance 
within  their  district 

III.  VOLUNTABT  FORMATION  OF  BeRUFSOENOSSENSCHAFTEN. 

§12.  The  Berufsgenouenschaften  may  be  formed,  with  consent 
of  the  Bundesrath,  by  agreement  of  the  employers.  The  consent  of 
the  Bundesrath  may  be  refused :  (1)  if  the  number  of  establishments 
for  which  the  Berufsgenonemchaft  is  to  be  formed,  or  the  number 
of  workmen  employed  in  them,  is  too  small  to  guarantee  the  ability 
of  the  association  permanently  to  fulfil  its  obligations  in  respect  of 
insurance  against  accident ;  (2)  if  establishments  are  excluded  from 
the  Berufsgenafsensehaft,  which,  because  of  their  small  number  or 
the  small  number  of  the  workmen  employed  in  them,  cannot  form  a 
solvent  association  of  their  own  and  cannot  be  practicably  assigned 
to  another  association ;  (3)  if  a  minority  opposes  the  formation  of 
the  Berufsgenauensehqft  and  offers  to  form,  for  specific  occupations  or 
districts,  a  separate  association  deemed  to  be  solvent 

[§§  13  and  14  provide  for  the  formation  of  the  Berufsgenossen- 
iehqften  by  general  meetings  of  the  employers,  which  are  to  take 
place  under  the  supervision  of  the  Imperial  Insurance  Bureau.  At 
these  meetings,  every  employer  has  one  vote  for  any  number  of 
workmen  less  than  twenty,  one  vote  for  every  twenty  additional 
workmen  up  to  two  hundred,  one  for  every  hundred  workmen  above 
two  hundred.  §  15  provides  for  the  formation  by  the  Bundes- 
rath of  Berufsgenossemcha/ten  in  cases  where  the  employers  do  not 
form  them  voluntarily,  or  fail  to  comply  with  §§  12  to  14  in  endeav- 
oring to  form  them.] 

§  16.  The  Berufsgenassenschaften  shall  establish  at  a  general  meet- 
ing of  their  members  by-laws  (Oenossensehaftsstatut)  for  their  admin- 
istration and  order  of  business.  .  . . 

§  17.  The  by-laws  shall  fix  :  (1)  the  name  and  seat  of  the  associa- 
tion ;  (2)  the  manner  of  selecting  the  executive  committee  {OenoS' 
senschaftsvorstand)  and  the  extent  of  its  powers ;  (3)  the  calling  of 
the  general  meeting  of  the  association  and  the  manner  in  which  it 
shall  act ;  (4)  the  voting  powers  of  the  members,  and  the  inspection 
of  proxies  for  voting ;  (5)  principles  on  which  the  officers  shall  act 
in   arranging  the  classification  of  the  danger-tariff  (§  28);  (6)  the 
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prooednre  in  case  of  ohaDges  in  the  establishments  or  changes  of 
employers ;  (7)  the  conseqoenoes  of  a  stoppage  of  work  in  establish- 
ments, and,  more  particolarly,  the  manner  of  making  certain  the  pay- 
ment of  contributions  by  employers  whose  establishments  close ;  (8) 
the  payments  to  be  made  to  the  representatives  of  the  workmen  for 
attendance  at  association  meetings  (§§  44,  49) ;  (9)  the  handing  in 
and  auditing  of  the  yearly  accounts ;  (10)  the  manner  of  exercising 
the  powers  hereinafter  granted  to  the  association  for  preventing  acci- 
dents and  inspecting  establishments;  (11)  the  conditions  under 
which  the  by-laws  may  be  changed. 

§  18.  The  BemfsgenossenBchafien  shall  accumulate  a  reserve  fund. 
For  its  accumulation  there  shall  be  levied,  when  the  first  period  for 
the  payment  of  insurance  contributions  arrives,  300  per  cent  of  such 
contributions ;  at  the  second  period,  200  per  cent ;  at  the  third,  150 
per  cent. ;  at  the  fourth,  100  per  cent ;  at  the  fifth,  80  per  cent. ;  at 
the  sixth,  60  per  cent. ;  and  thereafter,  until  the  eleventh  period,  10 
per  cent  less  at  each  period.  After  the  close  of  the  first  eleven  years, 
the  interest  of  the  reserve  fund  is  to  be  added  to  the  principal  until 
the  fund  shall  have  reached  twice  the  sum  annually  needed  by  the 
association.  Thereafter,  the  interest  of  the  reserve  fund,  so  long  as 
the  reserve  fund  exceeds  twice  the  sums  annually  needed,  may  be 
used  for  meeting  the  current  obligations  of  the  association. 

Upon  application  of  the  executive  coiAnittee,  the  general  meeting 
of  the  association  may  at  any  time  order  further  supplementary  con- 
tributions to  the  reserve  fund,  and  may  determine  that  the  fund  shall 
be  raised  to  more  than  twice  the  sums  annually  needed.  Such  deter- 
mination shall  require  the  approval  of  the  Imperial  Insurance  Bu- 
reau. 

In  cases  of  stringent  need,  the  association,  with  the  approval  of 
the  Imperial  Insurance  Bureau,  may  use  the  interest  of  the  reserve 
fund  and  even  trench  on  the  principal,  before  the  accumulation  re- 
quired above.  Restitution  to  the  reserve  fund  shall  then  take  place 
as  may  be  required  by  the  Imperial  Insurance  Bureau. 

[§§  19-27  provide  for  the  composition  of  the  general  meetings, 
permit  the  division  of  the  Berufsgenossenschaften  into  geographical 
sections,  make  the  consent  of  the  Imperial  Insurance  Bureau  neces- 
sary to  the  validity  of  the  by-laws  of  the  association,  require  the 
publication  of  the  name,  seat,  and  officers  of  the  association,  and  reg- 
ulate the  election  and  duties  of  the  officers  and  trustees.  Officers 
and  trustees  may  not  decline  an  election,  though  they  may  decline 
a  re-election,  and  shall  serve  without  pay.] 

§  28.  The  general  meeting  of  the  association  shall  establish  rules 
for  classifying  establishments  according  to  the  danger  of  accident  in 
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them,  and  for  determining  the  amoont  of  the  contribntions  in  differ- 
ent establishments  according  to  a  danger-tarifE.  By  vote  of  the  gen- 
eral association,  the  arrangement  and  amendment  of  the  danger^ 
tariff  can  be  assigned  to  a  committee  or  to  the  executive  com- 
mittee. The  arrangement  and  amendment  of  the  danger-tariff 
most  have  the  approval  of  the  Imperial  Insurance  Bureau.  If  the 
association  fails  to  establish  a  danger-tariff  within  a  period  to  be 
determined  by  the  Imperial  Insurance  Bureau,  or  fails  to  get  the 
assent  of  the  bureau  to  its  tariff,  the  Imperial  Insurance  Bureau, 
after  hearing  such  representatives  of  the  association  as  shall  have 
been  assigned  the  task  of  fixing  the  tariff,  shall  itself  set  up  the  tariff. 

The  assignment  of  establishments  to  the  different  classes  in  the 
danger-tariff  shall  be  made  by  the  officers  of  the  association  in  the 
manner  prescribed  by  its  by-laws.  An  employer  may  appeal  from  the 
assignment  within  two  weeks  to  the  Imperial  Insurance  Bureau. 

The  danger-tariff  is  to  be  revised  after  a  period  of  not  more  than 
two  years,  and  thereafter  is  to  be  revised  every  five  years  in  the  light 
of  the  accidents  that  have  taken  place  in  the  different  establishments. 
The  results  of  such  revision  are  to  be  submitted  to  the  general  meet- 
ing of  the  association,  with  a  statement  of  the  accidents  insured 
against  in  this  act,  that  have  taken  place  in  the  different  establish- 
ments. The  general  assembly  shall  then  act  on  the  maintenance  or 
amendment  of  the  classification  and  danger-tariff.  The  general  assem- 
bly can  for  the  ensuing  period  add  supplements  to  or  make  deduc- 
tions from  the  contributions  of  employers  according  to  the  number  of 
accidents  that  have  taken  place  in  their  establishments.  Changes  in 
the  classification  or  in  the  danger-tariff  are  not  valid  without  the  ap- 
proval of  the  Imperial  Insurance  Bureau,  and  a  list  of  accidents  that 
have  taken  place  shall  be  laid  before  the  Bureau. 

§  20.  The  by-laws  may  provide  that  the  indemnities,  up  to  50  per 
cent,  thereof,  shall  be  borne  by  the  geographical  sections  in  whose  dis- 
tricts the  accidents  take  place.  The  contributions  which  may  thereby 
be  imposed  upon  the  sections  shall  be  divided  among  their  members  in 
accordance  with  the  classification  and  the  contributions  established 
for  the  association  itself. 

§  30.  Associations  may  unite  for  the  purpose  of  joint  action,  in 
part  or  in  whole,  in  paying  indemnities.  Such  unions  must  have  the 
consent  of  the  general  meetings  of  the  associations  concerned  and  the 
approval  of  the  Imperial  Insurance  Bureau.  They  shall  take  effect 
only  at  the  beginning  of  a  financial  year.  Agreements  of  this  kind 
must  make  provision  for  the  manner  of  dividing  the  obligations 
jointly  assumed  by  the  associations. . . . 
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[§$  31-89  regulate  fDither  the  manner  in  whidi  the  union  of 
seTeral  aaeociations  shall  take  place,  determine  the  conditiona  under 
which  particular  branches  of  industry  or  establishments  in  a  partien* 
lar  district  may  leave  or  enter  one  or  another  association,  proride 
(or  the  dissolution  of  associations  which  shall  have  beoome  inaol- 
vent,  etc.] 

$  31.  Every  employer  in  an  establishment  belonging  to  those 
branches  of  industry  for  which  the  association  is  established  in  a 
given  district  is  a  member  of  that  association.  The  employer  in  an 
establishment  subject  to  insurance  at  the  time  when  this  act  takes 
effect  becomes  a  member  at  that  time.  Employers  in  estaUishmeDts 
that  come  into  existence  at  a  future  date,  or  become  subject  to 
inniirance  at  a  future  date,  become  members  at  those  dates  respeo- 
tiviOy.  Every  member  of  an  association  has  the  right  to  vote,  pro- 
vided that  he  has  not  lost  his  honorary  civil  rights  (bibrgerliek§  Bhm^ 
rechie). 

[S$  :)5-40  make  it  compulsory  for  employers  to  give  notice  of  the 
character,  size,  and  number  of  employees,  of  their  establishments,  and 
of  changes  in  their  occupations  or  establishments ;  require  the  oflioen 
of  sK^iociations  to  maintain  lists  of  the  members;  require  the  aaso- 
oiations  to  hand  in  lists  of  their  members  to  the  Imperial  Insurance 
Bureau,  etc.] 

IV.  Representation  of  the  Workmen. 

§  41.  Representatives  of  the  workmen  shall  be  elected  for  every 
section  of  an  association,  and,  if  the  association  is  not  divided  into 
sections,  for  the  association  itself,  for  the  purpose  of  electing  mem- 
ber8  of  the  board  of  arbitration  (§  46),  for  the  confirmation  of  the 
regulations  for  the  prevention  of  accidents  (§§  78,  81),  and  for  par^ 
ticipation  in  the  election  of  two  non-permanent  members  of  the 
Imperial  Insurance  Bureau  (§  87).  The  number  of  repreeentatives 
shall  be  equal  to  the  number  of  employers  on  the  executive  com- 
mittee of  the  section  or  association. 

§  42.  The  election  shall  be  by  the  executive  committees  of  the 
Ortfkrankenkasse  or  other  sick  insurance  association  whose  seat  shall 
be  within  the  district  of  the  section  or  association,  and  of  which  at 
least  ten  insured  persons,  employed  in  the  establishments  of  members 
of  the  Beru/sgeno89en8chq/if  shall  be  members.  The  representatives 
of  the  employers  in  the  sick  insurance  association  shall  have  no  vote 
in  the  election.  Only  those  male  persons  are  eligible  for  election  who 
are  of  age,  are  obligatory  members  of  the  associations  created  by  this 
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act,  are  employed  in  establishments  of  members  of  the  association 
within  the  district  of  the  section  or  association,  are  in  possession  of 
the  citizens'  rights  (MirgeriicKe  EhrenreehU),  and  are  not  by  judicial 
order  fettered  in  the  management  of  their  property. 

[Part  v.,  §§  46--60,  provides  for  a  board  of  arbitration  for  every 
Berufigenauensehaft  or  section.  It  is  to  consist  of  a  chairman,  who 
is  appointed  by  the  government  of  the  federal  state,  and  most  be  a 
public  officer ;  of  two  members  elected  by  the  association  or  section ; 
and  of  two  more  elected  by  the  representatives  of  the  workmen. 

Part  VI.,  §§  51-77,  regulates  the  manner  in  which  indemnities 
shall  be  fixed  and  paid.  When  an  accident  occurs,  the  local  police 
authorities  make  an  investigation,  and  decide  on  the  cause  and 
nature  of  the  accident,  what  persons  were  injured  and  the  nature  of 
their  injuries,  and  what  persons  there  are  (widows,  orphans,  etc.) 
who  may  be  entitled  to  indemnities.  The  executive  committee  of 
the  association  or  section  then  decides  what  indemnities,  if  any, 
shall  be  paid.  From  their  decision  appeal  lies  to  the  board  of  arbi- 
tration, and  from  this  to  the  Imperial  Insurance  Bureau.  The  in- 
denmities  are  to  be  paid  by  orders  on  the  post-office,  which  is  to  be 
reimbursed  annually  by  the  associations  for  its  advances.] 

§  78.  An  association  shall  have  the  power  for  the  whole  of  its 
district  or  for  any  part  thereof,  or  for  particular  branches  of  indus- 
try, or  for  particular  kinds  of  establishments,  to  make  regulations 
as  follows :  (1)  Requiring  members  to  adopt  measures  for  preventing 
accidents,  under  penalty  of  assigning  them  to  a  higher  class  in  the 
danger-tariff,  or,  in  case  they  are  already  in  the  highest  class,  under 
penalty  of  supplements  to  their  contributions  up  to  twice  the  previous 
amount.  A  reasonable  period  is  to  be  allowed  members  for  adopting 
the  required  measures.  (2)  Requiring  the  persons  insured  to  obey 
regulations  for  the  prevention  of  accident,  under  penalty  of  fines  up 
to  six  marks. 

Regulations  of  this  kind  must  have  the  approval  of  the  Imperial 
Insurance  Bureau.  [§§  79-81  prescribe  further  detailB  as  to  the  man- 
ner of  enforcing  the  provisions  of  §  78.] 

§  82.  The  associations  shall  have  the  power  to  supervise,  through 
their  agents,  the  execution  of  measures  for  the  prevention  of  acci- 
dents, and  to  obtain  such  information  in  regard  to  establishments 
as  may  be  material  to  membership  in  the  association  or  arrangement 
of  the  danger-tariff.  They  may  also  inspect  such  books  and  lists  as 
indicate  the  number  of  workmen  employed  and  the  amounts  paid 
to  them,  for  the  purpose  of  checking  the  lists  of  workmen  and  wages 
which  the  employers  are  required  to  hand  in.    Employers  belonging 
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to  an  aflsociation  shall  permit  to  the  duly  authorized  agents  of  the 
association  entrance  on  their  premises  during  the  hours  of  work  and 
immediate  inspection  of  their  books  and  lists.  Failure  to  comply 
with  this  obligation,  so  far  as  not  effected  by  §  88,  may  be  punished 
by  the  lower  administrative  authorities  by  fines  of  not  more  than 
300  marks. 

§  83.  If  an  employer  fears  that  inspection  by  agents  of  the  asso- 
ciation may  lead  to  the  loss  of  a  business  secret  or  to  any  damage 
to  his  business  interests,  he  may  demand  inspection  by  other  com- 
petent persons.  In  such  case,  he  shall  give  notice  to  the  executive 
committee  of  the  association  immediately  on  learning  the  name  of 
the  agent,  and  shall  name  to  the  committee  qualified  persons  who  are 
willing,  at  his  expense,  to  make  the  needed  inspection  of  his  estab- 
lishment, and  to  give  the  required  information  to  the  executive 
committee  of  the  association.  Should  the  employer  and  the  execu- 
tive committee  of  the  association  fail  to  agree  on  a  qualified  person, 
the  Imperial  Insurance  Bureau  shall  make  a  decision,  if  applied  to  by 
the  executive  committee. 

[The  following  sections  provide  that  the  agents  of  the  associations 
shall  be  under  an  obligation  of  secrecy,  that  their  names  and  resi- 
dences shall  be  publicly  stated,  etc.] 

VIL  The  Imperial  Insurance  Bureau. 

§  87.  Compliance  with  the  provisions  of  this  act  on  the  part  of 
associations  shall  be  supervised  by  the  Imperial  Insurance  Bureau- 
The  Imperial  Insurance  Bureau  shall  have  its  seat  in  Berlin.  It 
shall  consist  of  three  permanent  members,  of  whom  the  chairman 
shall  be  one,  and  of  eight  non-permanent  members.  The  chairman 
and  the  other  permanent  members  shall  be  appointed  for  life  by  the 
emperor,  with  the  confirmation  by  the  Bandesrath.  Four  non-perma- 
nent members  shall  be  chosen  by  the  Bundesrath  from  its  number. 
Two  shall  be  chosen  by  ballot  by  the  executive  committees  of  the 
associations,  and  two  by  the  representatives  of  the  workmen  in  sep- 
arate elections,  which  shall  take  place  under  the  supervision  of  the 
Imperial  Insurance  Bureau.  A  plurality  shall  elect.  If  votes  are 
equal,  the  decision  shall  be  by  lot.  The  non-permanent  members 
shall  hold  office  for  four  years.  The  voice  which  the  individual 
associations  shall  have  in  the  election  shall  be  determined  by  the 
Bundesrath,  upon  the  basis  of  the  number  of  persons  insured  by 
them. 

§  88.  The  Imperial  Insurance  Bureau  shall  see  that  associations,  in 
the  conduct  of  their  operations,  conform  to  the  requirements  of  law 
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and  of  the  by-laws.  Its  decisions  shall  be  final,  except  where  other- 
wise provided  in  this  act.  It  shall  have  the  power  at  any  time  to 
examine  the  conduct  of  the  operations  of  an  association.  The  mem- 
bers of  the  executive  committee  of  an  association,  and  its  trustees 
and  officers,  shall  submit,  on  demand,  to  the  Imperial  Insurance 
Bureau  or  its  representatives,  their  books,  vouchers,  all  correspond- 
ence reUting  to  the  contents  of  their  books  or  to  the  determination 
of  benefits  and  contributions,  and  all  documents  bearing  on  the 
determination  of  their  benefits  and  contributions.  They  shall  be 
liable  to  a  fine  of  not  more  than  1,000  marks  for  failure  to  comply 
with  such  demand. 

[§§  00  and  91  regulate  the  procedure  of  the  Imperial  Insurance 
Bureau,  and  enact  that  its  expenses  shall  be  borne  by  the  empire. 
§§92  and  93  authorize  the  establishment  of  Federal  Insurance 
Bareaus,  which  may  assume  the  functions  of  ther  Imperial  Insurance 
Bareau  for  the  associations  lying  within  any  federal  state.  §  94 
authorizes  special  KnappachqftsberufigenosMenschqflen  on  the  part  of 
those  employers  who  are  members  of  the  Knappschaflen  of  the  mining 
regions.] 

§  95.  Persons  who  are  insured  by  this  law,  and  their  representa- 
tives, have  a  claim  for  injury  from  accident  against  employers, 
agents  or  representatives,  superintendents  or  overseers,  only  in  case 
these  persons  have  been  proved,  in  a  criminal  proceeding,  to  have 
intentionally  brought  about  the  accident.  In  such  case,  *the  claim 
f('r  injury  shall  be  only  for  that  amount  by  which  the  compensation 
under  existing  law  exceeds  the  indemnity  secured  by  this  act. 

§  96.  Employers,  agents  or  representatives,  superintendents  or 
overseers,  of  whom  it  is  proved  in  a  criminal  proceeding  that  they 
have  caused  au  accident  intenlionally  or  by  neglect  of  that  degree  of 
caution  which  is  specifically  required  (besonders  verpflichtet)  of  them 
by  virtue  of  their  office,  occupation,  or  calling,  shall  be  liable  for  all 
expenses  which  shall  have  been  incurred  by  a  Beruftgenostenschajlf  or 
sick  insurance  association,  in  consequence  of  this  act  or  of  the  act  of 
June  15,  1883,  for  the  insurance  of  workmen  against  sickness.  [This 
liability  is  also  made  to  attach  to  joint  stock  companies,  incorporated 
associations  of  all  kinds,  firms,  etc,  and  its  details  are  regulated.] 

[The  concluding  sections  fix  fines  upon  employers  for  failure  to 
comply  with  the  provisions  of  the  act,  and  fine  or  imprisonment  upon 
officers  or  agents  of  associations  for  misuse  of  their  powers.] 

An  act  of  May  28,  1885,*  extends  the  insurance  against  sickness 

*  Printed  in  the  AnncUen  dea  Deutscfien  lieiehes,  1885,  pp.  751-754,  and  trans- 
lated in  the  Bulletin  de  StcUistique  et  de  LigiaUUion  Comparie,  vol.  xriii.,  p.  87. 
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and  accidents  to  workmen  employed  in  the  postal  and  telegraph  ser- 
vice, on  railroads,  in  the  army  or  navy  departments  (excepting 
Penonen  des  Soldatemtandei),  in  dredging,  cartage,  internal  naviga- 
tion, and  transportation  of  all  kinds,  to  packers,  porters,  'longshore- 
men, etc.  If  the  industry  in  which  they  are  employed  is  carried  on 
by  the  empire  or  one  of  the  federal  states,  the  latter  takes  the  place 
of  the  Berufigenauenschaft  for  the  purposes  of  insurance  against 
accident  If  the  industry  is  carried  on  by  private  persons  or  corpo- 
rations, Bemfsgenossensckafien  are  to  be  formed  among  them.  The 
general  provisions  of  the  acts  of  1883  and  of  1884  are  made  to  apply 
to  these  occupations,  with  minor  modifications  called  for  by  their 
peculiar  conditions. 

Agricultural  laborers  had  not  been  affected  by  the  main  acts  of 
1883  and  1884.  An  act  of  May  5,  1886,  provides  for  their  insmrance 
agamst  accident,  and  makes  certain  regulations  as  to  their  insurance 
against  nickness.  As  regards  insurance  against  accident,  the  princi- 
ple of  compulsory  insurance  was  applied  with  modificaUons  called 
for  by  the  peculiar  conditions  of  agriculture.  Agriculture  is  fre- 
quently conducted  on  a  small  scale.  The  small  proprietors  often 
employ,  without  stipulation  as  to  wages,  members  of  their  own 
families.  They  are  apt  to  act  themselves  as  employees  of  others. 
Payments  in  kind  continue  in  mauy  parts  of  Germany.  In  many 
cases,  the  eooployer  is  bound  by  contract  or  customary  law  to  care 
for  the  agricultural  laborer  in  case  of  sickness  and  accident.  These 
circumstauces  are  taken  into  account  in  the  act  of  1886.  As  the 
degree  of  danger  in  sgriculture  does  not  vary  greatly,  the  Berufsge- 
nossenschaften  are  formed  geogr4phic41y ;  and  a  wide  discretion  is 
left  to  the  governments  of  the  federated  stales  as  to  their  formation. 
Prussia,  in  availing  herself  of  the  liberty  so  grnnted,  has  made  the 
boundaries  of  the  Beru/sgenossenschqflen  within  her  borders  coincide 
with  those  of  her  provinces ;  while  the  sections  are  made  coincident 
with  the  smaller  local  divisions  (Kreise),  Prussia,  moreover,  effects 
a  saving  of  expense  by  intrusting  the  administration  of  the  act  very 
largely  to  the  local  authorities  already  in  existence.  Other  questions 
are  also  left  to  be  settled  by  the  states,  such  as  the  extent  to  which 
members  of  the  employer's  family  shall  participate  in  the  insurance 
benefits. 

As  regards  insurance  against  sickness,  the  act  does  not  provide 
for  its  compulsory  adoption,  but  merely  regulates  certain  details  of 
its  application  in  those  cases  where  communes  or  other  local  bodies 
shall  have  already  applied  it  to  agricultural  laborers,  under  the  au- 
thority conferred  by  the  act  of  1883  (see  §  2  of  that  act).    It  is  pro- 
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videdy  for  iiuitanoe,  that,  where  an  employee  has  a  legal  claim  for 
support  against  the  employer  in  case  of  sickness,  as  is  the  case  with 
some  members  of  an  employer's  family,  insurance  shall,  on  the  em- 
ployer's application,  be  dispensed  with,  and  that  it  shall  similarly 
be  dispensed  with  where  an  employer,  when  sick,  has  a  right  to  the 
continuance  of  payments  in  kind.  The  method  by  which  payments 
in  kind  shall  be  computed  as  money  payments  is  prescribed;  and 
in  other  ways  the  manner  in  which  local  bodies  shall  apply  insur- 
ance against  sickness,  if  they  do  so  at  all,  is  regulated. 

Laborers  employed  in  building  roads,  railroads,  canals,  etc.,  and 
certain  others  employed  on  building  operations,  had  not  been  affected 
by  the  insurance  act  of  1884  or  its  successors.  The  act  of  July  11, 
1887,  makes  provision  for  them.  All  employers  who  carry  on  such 
operations  as  a  regular  business,  unless  they  are  already  reached  by 
a  previous  insurance  act,  are  united  into  a  single  Beru/sgenossen- 
schqft,  extending  over  all  Grermany,  whose  affairs  are  to  be  managed, 
in  the  main,  like  those  of  the  other  associations  of  the  same  kind, 
laborers  hired  by  employers  who  do  not  carry  on  building  as  a  reg- 
ular business,  and  who  are  not  reached  by  a  previous  act,  are  to  be 
insured  by  the  employers  in  special  insurance  associations  {Versichr 
erungsanstalten),  which  are  to  be  created  for  this  purpose  as  depart- 
ments of  the  Beru/sgenossenschqften  of  the  building  trades.  These 
new  associations  are  similar  to  ordinary  insurance  companies,  main- 
tained and  managed  by  the  Beru/sgenossenschqften  with  separate  funds 
and  accounts.  Where  a  state  or  local  body  carries  on  building  opera- 
tions, it  may  insure  for  itself  or  may  insure  in  these  associations. 

An  act  of  July  13,  1887,  extends  the  system  of  insurance  against 
accident  to  sailors  and  others  employed  in  shipping. 

The  next  step  in  the  legislation  for  compulsory  insurance  is  likely 
to  be  an  act  granting  pensions  to  laborers  in  case  of  old  age  or  dis- 
ability. In  the  periodical  publication  Die  Berufsgenossenschaft^  of 
July  10,  1887,  it  is  stated,  apparently  on  official  authority,  that  a  bill 
having  this  object  is  now  in  the  hands  of  the  Imperial  Chancellor, 
and  will  soon  be  laid  before  the  governments  of  the  federal  states. 
It  provides  for  pensions  to  disabled  or  aged  laborers,  but  makes  no 
provision  for  widows  and  orphans.  The  system  is  to  be  adminis- 
tered by  the  Berufigenossenschqfien,  by  whom  the  pensions  are  also 
to  be  paid.  The  funds  are  to  be  raised  by  equal  contributions  from 
the  state,  the  employers,  aud  the  employees,  each  of  whom  is  to  pay 
about  one  per  cent,  of  wages. 

In  Austria,  billd  were  introduced  in  1885  by  the  government,  pro- 
viding for  insurance  against  sickneas  and  accident.*    They  were 

•  See  the  BuUeHn  de  LigialatUm  Comparie  for  February,  1887,  p.  196. 
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modelled  on  the  German  acts,  thoogh  not  without  important  differ- 
ences in  detail.  The  bill  for  insnrance  against  accident  was  adopted 
by  the  Lower  House  in  June,  1886,  but  has  not  as  yet  (September, 
1887)  become  law.  The  bill  for  insurance  against  sickness  has  not 
yet  come  up  for  discussion. 


LOVE   AND   THEOLOGY. 

By  Cblia  Parker  Woollby.    $1.50. 

**ThU  new  and  entertaining  novel.**— CArtsfiam  Rtgitttr. 

**  It  is  a  book  of  very  unusual  power,  and  will  prove  itself  one  of  that  class  of  novels  which  we 
own  and  read  over  from  time  to  time,  rather  than  one  of  the  many  quickly  swept  from  view  and  from 
memory  down  the  tide  of  works  and  days.  While  the  story  in  itself  is  of  fascinating^  enjoyment, 
the  speculative  reader  will  find  a  deeper  interest  in  tracings  the  action  and  reaction  of  heart  and  con- 
science  between  two  youn^  people  whose  love  is  as  strong  as  life,  but  who  have  the  peculiar  New 
England  heritage  of  tenacious  beliefs." — BotUn  Traveller. 

**  It  is  a  unique  thin^, — perhaps  one  would  almost  say  a  daring  thing, —  and  has  pre-empted  for  its 
theme  Uie  new  faith,  which  is  making  itself  felt  as  an  appreciable  feature  of  modern  life.  It  is  a  great 
theme,  and  it  is  handled  in  this  novel  by  Celia  Parker  WooUey  with  force,  fire,  and  fitness.  Without 
any  pre-Raphaelite  attempts  at  realistic  photography,  this  story  is  one  of  the  most  realistic  preseO' 
tations  of  conservative  life  in  New  EngUuid  that  i  have  ever  seen." — LUian  IVkitim£,  m  Initr-OcHm, 

AN   OPERETTA   IN    PROFILE. 

By  CzBiKA.    $1.00. 

"The  book  is  so  original  in  manner  and  in  matter,  so  spicy  in  its  epigram,  so  keen  in  its  satire, 
and  so  faithful  to  suburban  life  in  its  general  portrayal,  as  to  be  altogether  charming." — Besiom  Ctmritr, 

**  One  of  the  most  entertaining"  books  of  the  se;i8on." — GAwetit. 

*'  But  there  are  a  freshness  and  candor  about  it  that  are  delightful :  its  wit  is  keen-edged,  while  the 
sprinkling  of  small  cynicisms  is  only  such  as  to  improve  the  flavor.  The  satire  is  directed  against  a 
certain  small,  typical,  presumably  New  Enf^land  town,  where  the  operetta  is  devised  for  the  benefit  of 
'the  church.* .  .  .  The  crisp  sentences  in  which  a  character  is  analyzed,  the  satiric  turn  that  ridicules 
the  foibles  of  weak  man  or  womankind,  are  deliciously  enjoyable.''^ — Bottom  Advertiter. 

THREE  GOOD   GIANTS. 

From  the  French  of  Frangois  Rabelais.     By  John  Dimitrv.    Square  i6mo.    With  175  illustrations 
by  Gustave  Dor^  and  A.  Robida.    $1.50. 

In  these  pages,  the  delightful  humorous  extravagance  of  the  old  satirist  can  be  appreciated  at  its 
full  value;  and  the  general  reader,  as  well  as  the  literary  student,  can  now  enjo^  the  wit  and  humor  of 
the  great  Frenchman.  No  one  need  hesitate  to  place  this  book  of  Mr.  Dimitry's  in  his  children's 
hands;  and,  as  to  the  children  themselves,  the  three  good  giants  will  soon  become  as  valued  com. 
panions  as  '*  Gulliver  in  Liliput"  or  "Alice  in  Wonderland."  The  illustrations,  over  150  in  number, 
arc  by  Dortf  and  Robida. 

THE  LONGFELLOW  PROSE   BIRTHDAY  BOOK;  OR, 

LONGFELLOW'S  DAYS. 

Being  extracts  from  his  journals  and  letters,  edited  by  Mrs.  Laura  Winthrop  JOHNSOiff.    $i/)o; 

flexible  calf  or  seal,  $2.50. 

THE  BHAGAVAD  GITA;    OR.  THE  LORD'S  DAY. 

With  commentary  and  notes,  as  well  as  references  to  the  Christian  Scriptures.    Translated  from  the 
Sanskrit,  for  the  benefit  of  those  in  search  of  spiritual  light,  by  Mohini  M.  Ciiattbrji,  M.A. 

$i.oo. 

The  great  chi.ssic  poem  of  Asia,  profound  and  majestic  in  its  power  and  harmony.  Its  translator, 
one  of  the  most  eminent  of  Hindoo  scholars,  has  been  sojourning  for  a  year  in  Boston,  while  carrying 
forA*ard  this  notiible  wi>rk. 

AGNES   SURRIAGE. 

By  Kdwin  I.assbtter  Bvnnbr.    $1.50. 

**  Mr.  Bynncr  has  re -created  for  us  the  Boston  of  our  ancestors  with  a  fidelity  and  accuracy  which 
make  his  book,  aside  from  its  interest  as  a  story,  invaluable  in  an  historical  sense,  lie  shows  us  the 
narrow  streets  and  lanes  of  the  old  town,  just  as  they  were  a  hundred  and  fifty  years  ago;  quaint 
wnnden  building:s,  with  their  overhangfing  stories  and  picturesque  gables;  the  ancient  inns  and 
churches;  and  the  elegant  mansions  of  the  colonial  aristocracy.  We  catch  the  scent  of  flowers  from 
old-fu<%hioncd  gardens  long  ajiro  lost  under  the  growine  acres  of  brick  and  mortar,  and  brush  against 
people  whose  names  arc  familiar  to  every  reader  of  local  history, —  (jovemor  and  Madam  Shirley,  the 
v'mssuIs,  the  Royalls  of  Cambridge,  Collector  Frankland,  the  versatile  Master  Pelhain,  Smibert,  the 
famous  portrait  painter,  the  young  Singleton  Copley,  and  others  whose  names  are  of  constant  occur- 
rence in  our  colonial  records.'^ — Boston  TranKript. 

PROSE    PASTORALS.    By  H.  M.  Sylvbstkk.    $1.50. 

•*  Broad  pictures  of  country  ways  drawn  with  loving  touch." 

HOME    SANITATION.     For  housekeepers.    50  cents. 

Care  of  the  cellar,  plumbing  and  drainage,  ventilation,  heating,  lighting,  furnishing,  clothing, 
food  and  drink,  etc. 

LETTERS   OF   HORATIO    GRBENOaOH.     $1.25. 

THE   SUNNY    SIDE   OP   SHADOW.     Mrs.  Benjamin.    $i«>. 

FINAL  MEMORIALS  OF  HENRY  W.  LONGFELLOW.    By  Samubl  Longpbllow. 

8vo.    $.Voo- 

DUB   NORTH.     Bv  .Maturin  M.  Bamou.    *i.w. 

Recent  travels  in  Sweden,  Norway,  Russia,  Pofand,  etc. 


Sold  by  book*etter».    Sent  postpaid,  on  receipt  of  price,  bp  the  Puhli»her», 
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Mericaii  Istory ,  Statesmanship,  and  Literatnn. 

American  Commonwealths. 

A  Series  of  volumes  narrating  the  history  of  those  States  of  the  Union  which 
have  a  striking  Political^  Social,  or  Economical  History. 

Edited  by  Horace  E.  Scudder. 
I.    VIRGINIA.     By  John  Esten  Cookb. 
II.    OREQON.    By  William  Barrows. 

III.  MARYLAND.    By  William  Hand  Browns. 

IV.  KENTUCKY.    By  N.  S.  Shaler. 

V.    AflCHIQAN.    By  Thomas  M.  Cooley. 
VI.    KANSAS.     By  Lbverett  W.  Spring. 
VII.    CALIFORNIA.    By  Josiah  Roycb. 
VIII.,  IX.    NEW  YORK     By  Ellis  H.  Roberts,    a  vols. 
X.    CONNECTICUT.    By  Alexander  Johnston. 

(Other  volumes  in  preparation.)     Each  volume,  i6mo,  g^ilt  top,  $1.95. 

American  Statesmen. 

Biographies  of  Men  conspiaious  in  the  Political  History  of  the  United  States. 

Edited  by  John  T.  Morse,  Jr. 
I.    JOHN  QUINCY  ADAMS.    By  John  T.  Morse,  Jr. 
II.    ALEXANDER  HAMILTON.     By  Henry  Cabot  Lodge. 

III.  JOHN  C.  CALHOUN.    By  Dr.  H.  von  Holst. 

IV.  ANDREW  JACKSON.    By  Prof.  Wm.  G.  Sumner. 

V.  JOHN  RANDOLPH.    By  Henry  Adam.s. 
VI.    JAMES  MONROE.     By  Pres.  D.  C.  Gilman. 

VII.    THOMAS  JEFFERSON.     By  John  T.  Morse,  Jr. 
Vill.    DANIEL  WEBSTER.    By  Henry  Cabot  Lodge. 
IX.    ALBERT  GALLATIN.    By  John  Austin  Stevens. 
X.    JAMES  MADISON.    By  Sydney  Howard  Gay. 
XI.    JOHN  ADAMS.     By  John  T.  Morse,  Jr. 
XII.    JOHN  MARSHALL.    By  Allan  B.  Magruder. 
XIII.    SAMUEL  ADAMS.     By  James  K.  Hosmer. 
XIV.,  XV.    HENRY  CLAY.    By  Carl  Sciiurz. 
XVI.    PATRICK  HENRY.    By  Moses  Coit  Tyler. 

(Otlier  volumes  in  j)rcparation.)     Each  volume,  i6mo,  cloth,  gilt  top,  $1.35. 

American  Men  of  Letters. 

A  Series  of  Biographies  of  Distinguished  American  Authors, 

Edited  by  Charles  Dudley  Warner. 
I.    WASHINGTON  IRVING.    By  Charles  Dudley  Warner. 
II.    NOAH  WEBSTER.     By  Hokacr  E.  Scudder. 

III.  HENRY  D.  THOREAU.     By  Frank  B.  Sanborn. 

IV.  GEORGE  RIPLEY.     By  Octavius  Brooks  Frothingham. 
V.    JAMES  FENIMORE  COOPER.     By  Pn)f.  T.  R.  Lounshury. 

VI.  MARGARET  FULLER  OSSOLI.     By  T.  W.  Higginson. 

VII.  RALPH  WALDO  EMERSON.     By  O.  W.  Holmes. 

VIII.  EDGAR  ALLAN  POE.     By  G.  E.  Woodberry. 

IX.  NATHANIEL  PARKER  WILLIS.     By  H.  A.  Beers. 

X.  BENJAMIN  FRANKLIN.     By  John  Bach  McMaster. 

(Other  volumes  in  preparation.)     Each  volume,  with  portrait,  i6mo,  gilt  top,  $1.25. 

%*  For  iaU  by  BookulUn.     Seni^  post-paid,  on  receipt  0/  price  by  the  Publishers ^ 

HOUGHTON,   MIFFLIN    AND    CO.MPANY,   Boston,   Mass. 


PAINE 

Furniture 

48  CANAL  STREET, 

EostoQ. 

MANUPACTUREIIS  OF 

CHOICE  FURNITURE, 

Upholstery,  Curtains,  and  Draperies. 


-THE   LARGEST  EST»BIISH«ENT  OF   ITS    KIND   IN   THIS  COUNTRY.- 


For  Printing  of 


all     kinds,    go     to 


GEORGE  H.  ELLIS,  141  Franklin  Street.  No 
contract  is  too  large  nor  is  any  job  too  small  to  be 
undertaken.  Satisfaction  is  in  all  cases  guaranteed, 
and  prices  are  fair  for  good  work. 


The  Andover  Review. 

A  Monthly  Magazine  of  Religion^  Theology^  Social  Science^  and  Literature. 

Edited  by  Egbert  C.  Smyth,  William  J.  Tucker,  J.  W.  Churchill,  George 
Harris,  and  Edward  Y.  Hincks,  Professors  in  Andover  Theological  Semi- 
nary, with  the  aid  and  hearty  co-operation  of  all  the  other  professors. 
The  Andover  Review  addresses  the  religious  public.    It  treats  those  ques- 
tions which  specially  appeal  to  religious  readers  with  ability,  learning,  and  candor, 
and  is  heartily  welcomed  by  all  who  wish  the  best  and  freshest  thought  on  matters 
of  the  deepest  interest. 

In  Theology,  the  Review  advocates  Progressive  Orthodoxy,  and  discusses 
with  reverent  freedom  the  important  subjects  which  challenge  the  attention  of  the 
religious  world,  and  is  wholly  unsectarian. 

The  Review  has  very  valuable  departments  of  Archaeological  and  Geographr 
ical  Discoveries,  Theological  and  Religious   Intelligence,  Elditonal  Papers  on 
Current  Topics,  and  careful  Book  Reviews. 
35  cents  a  number;  I4.00  a  year. 

progressive  orthodoxy. 

A  Contribution  to  the  Christian  Interpretation  of  Christian  Doctrines.    By  the 

Editors  of  "  The  Andover  Review."     i6mo.    $1.00. 

Contents:  I.  Introduction;  II.  The  Incarnation;  III.  The  Atonement; 
IV.  Eschatology;  V.  The  Work  of  the  Holy  Spirit;  VI.  The  Christian;  VII. 
Christianity  and  Missions;  VIII.  The  Scriptures;  IX.  Conclusion  —  Christianity 
Absolute  and  Universal. 

*'  It  is  an  intelligent  and  earnest  efTort  towards  the  disentanglement  of  some  Scriptural  and  theo- 
logical errors  from  some  of  the  great  doctrines  of  Christianity.  We  have  often  referred  to  these  essays 
with  approval  and  thankfulness  as  they  have  appeared  in  the  pages  of  the  excellent  Review  which 
reflects  so  much  credit  upon  Andover  scholarship  and  courage." —  The  ChristioM  World  (London). 

**  Honest,  straightforward,  vigorous,  and  wholesome,  this  volume,  surveying  the  theological  field 
from  the  divine-human  personality  of  Christ  as  the  fixed  point  of  observation,  boldly  grapples  with 
those  Christian  problems  which  are  pressing  for  a  solution  that  shall  be  more  satisfying  to  the  faith- 
consciousness  of^our  age  than  are  the  deliverances  of  traditional  theology."  —  Prof.  £.  V.  Gbrbart, 
D.D.,  of  Lancaster  Theological  Seminary,  in  The  Independ  nt. 

THE  APPEAL  TO  LIFE. 

A  volume  of  sermons.  By  Theodore  T.  Munger,  D.D.,  author  of  "The  Free- 
dom of  Faith,"  "On  the  Threshold,"  etc.  i  vol.,  i6mo.  $[.50. 
Contents:  The  Witness  from  Experience;  Christ's  Treatment  of  Unwilling 
Skeptics ;  Truth  through  and  by  Life  ;  Life  not  Vanity ;  The  Gospel  of  the  Body ; 
The  Defeat  of  Life ;  The  Two  Prayers  of  Job ;  Trust  and  Righteousness ;  The 
Twofold  Force  in  Salvation :  Faith  Essential  Righteousness ;  Evolution  and  the 
Faith;  Immortality  and  Modem  Thought;  Man  the  Final  Form  in  Creation; 
Music  as  Revelation. 

*'  A  more  original  and  suggestive  volume  of  sermons  than  this  we  have  not  met  with  for  years.  It 
is  laden  with  fresh  thought."  —  A^ittM  Britith  Mail. 

"This  is  a  wise  and  healthful  book.  There  is  not  an  immature  or  morbid  thought  in  its  pages.'* — 
Andover  Review. 

^i^Fior  Side  by  all  booksellers.    Sent  by  maily  postpaid^  on  receipt  of  price  by  the  Publishers, 

HOUGHTON,  MIFFLIN  &  CO.,  Boston, 

II  EAST  SEVENTEENTH  STREET,  NEW  YORK. 


POLITICAL  SCIENCE  QUARTERLY: 

A   REVIEW   DEVOTED   TO   THE 

HISTORICAL,  STATISTICAL,  AND  COMPARATIVE 

STUDY   OF 

POLITICS,  ECONOMICS,  AND  PUBLIC  LAW. 

The  field  of  the  Quarterly  b  indicated  by  its  title :  its  object  is  to  give  the  results 
of  scientific  investigation  in  this  field.  It  is  intended  that  these  results  shall  be  presented 
in  an  intelligible  manner  and  in  readable  form.  The  Quarterly  will  follow  the  most 
important  movements  of  foreign  politics,  but  will  devote  chief  attention  to  questions  of 
present  interest  in  the  United  States.  On  such  questions,  its  attitude  is  non-partisan. 
Every  article  is  signed ;  and  every  article,  including  those  of  the  editors,  expresses  simply 
the  personal  view  of  the  writer.  Every  writer  who  alleges  facts  not  commonly  known  will 
be  expected  to  indicate  the  source  of  his  information. 

Each  number  of  the  Quarterly  contains  reviews  of  the  most  important  recent 
publications.  * 

Among  those  who  have  already  written  for  the  Quarterly,  or  who  have  articles  in 
preparation,  are :  Prof.  Henry  C.  Adams,  of  Cornell  and  Michigan  Universities ;  Dr. 
Edward  W.  Bemis;  Dr.  John  Eliot  Bowen.of  the  Independent;  Prof.  John  B.  Clark, 
of  Smith  College;  Prof.  Oustav  Cohn.  of  Gottingen  University;  Hon.  John  P.  Dillon  ; 
Prof.  Theodore  W.  Dwight,  Warden  of  the  Columbia  College  Law  School;  Prof. 
Henry  W.  Farnham,  of  Yale  University;  Worthington  C.  Ford,  of  the  State  Depart- 
ment ;  Franklin  H.  Giddings,  Editor  of  Work  and  Wages ;  Prof.  Arthur  T.  Hadley,  of 
Yale  University;  Hon.  Wm.  M.  Ivins;  Prof.  E.  J.  James,  of  the  University  of  Penn- 
sylvania; Prof.  Emile  de  Laveleye,  of  the  University  of  Li^ge;  Hon.  Alfred  E.  Lee; 
Prof.  Emanuel  Leser,  of  Heidelberg  University;  Prof .  Anson  D.  Morse,  of  Amherst 
College ;  Prof.  George  B.  Newcomb,  of  the  New  York  City  College ;  Herbert  L. 
Osgood;  Hon.  Eugene  Schuyler;  Albert  Shaw,  Editor  of  the  Minneapolis  Tribune; 
Prof.  Henry  Sidgwick,  of  Cambridge  University;  Dr.  Charles  B.  Spahr,  of  the 
Chrutian  Union ;  Hon.  David  A.  Wells;  Horace  White,  of  the  Evening  Post ;  Fred- 
erick W.  Whitridge ;  Prof.  Ernest  Young,  of  Har\'ard  University ;  Prof.  Woodrow 
Wilson,  of  Bryn  Mawr  College. 

The  Editors  will  publish  from  time  to  time  the  results  of  their  investigations ;  and  the 
most  valuable  and  interesting  papers  read  before  the  Columbia  College  Academy  of 
Political  Science  will  be  printed  in  the  Quarterly. 


SMh^eripHon  price,  $3,00 ;  Hngie  nuniberw,  7S  eentt, 

GINN  &  COMPANY,  Publishers, 

743  Broadway,  N.Y.  City ;  180 Wabash  Ave.,  Chicago ;  7,9, and  13  Tremont  Place,  Boston. 


ZION'S   HERALD, 

A  WEEKLY  RELIGIOUS  JOURNAL 


TEE  OLDEST  METE0BI8T  PAFEB  IN  TEE  WOBLS. 


Editor,  Rev.  B.  K.  PIERCE,  D.D. 


It  has  more  than  two  hundred  regular  contributors,  all  departments  well  organixed, 
and  furnishes  reading  matter  for  all  classes,  having  each  week  a  summary  of 

REUGIOUS,  SECULAR,  DOMESTIC,  AND  FOREIGN  INTELU6ENCE. 

Also  the  ABLEST  and  most  elaborate  notes  on  the  SUNDAY  SCHOOL  LESSONS 
by  any  denominational  paper,  written  by  Rev.  W.  O.  Holway,  Chaplain  U.  S.  Navy. 

FOR  BUSINESS  MEN,  it  is  one  of  the  best  advertising  mediums;  read  weekly 
probably  by  60,000  people. 

Specimen  copies  free.    Address 

ALONZO  S.  WEED,  Publisher, 

36  Bromfield  St.,  Boston,  Masts 


LITTELL'S  LIVING  AGE. 

IN   I8S8  THE  LIVING  AGE  enieni  upon  iu  rnrtf-Hfth  fear,  bavin); 
uir't  Willi  Fonutaiit  L'ommendiULon  and  Hurj:«!ia. 
A  WKEKLV  MAGAZINE,  tt  glvei  tilty-two  nilinbem  ol  slxty-ronr 
I  pa){vs  i-ai-li,  or  murv  than  Three  aad  k  Qu»rt«r  rhaasRnd  ilnubln- 
inn  iH'lHVO  iHiKi-ii  «[  read inn-tnatter  yearly .    tC  pmtenta  in  Bninnxpnn- 
(urm,  ['iiniidiTiMg  ils  ^ri'ut  amuunt  of  instter.  with  TreslinesR,  uwini; 
H  n-erkly  issue,  and  wlih  «  oompleleness  oowberH  filse  atlcmpUd, 
I  TK:  but  Iniyt.  Revlewi,  Crllkhmt,  Serlil  and  S<iort  SlvlUi  Skelchai  of  Tfinl  and 
Dlicover;,   PHlrv,  Scientific,  Blngraphlcil,  HIstarlcal,  ind   Pilillcil  Infurmallon, 
from  Ihc  entire  bcdy  d  Foreign  rsrlodicil  Li  ton),  re,  and  from  thspwief 

The  ablest  aad  most  eulttvated  intellects,  in  uvrrj'  department  nf  I.ilerntnre, 
Science,  PoUtir!i.  nnd  Act.  Iinil  fxpn.-.'utioti  in  thu  Perio*llcal  Literature  o[  Enropi-,  and 
Eapadally  ol  Great  Briliiiii. 

The  Uvlag  Agu,  forming  four  large  voltijnes  a  fear,  turnishea  rroin  ttae  great 
'    and  generally  Inan'esalble  niaaa  al  tliis  literature.  Ibc  only  compilation  Ibat,  while  irilbln 
Die  reach  of  all,  ta  natisfaclory  in  the  COMPLETENESS  with  wliiKh  it  embraces  Hhatcrer 
I   ii  ot  Iinineiliatn  iniiTeKi,  or  of  solid,  penoancnt  value, 

II  Is  therefore  Indispensable  to  every  one  who  wishes  to  keep  pace  with   the 
I    «rellt»  or  Intellerlual  proRf™*  o(  the  tlmi*.  or  to  tultivate  in  himself  or  his  family  generAl 
lD(«111gt!nce  and  literary  taste. 


These  are  Solid  Facts: 

(BUT  ARE  FRESH  EVERY  MONTH.) 


It  is  wtdoubtedly  true 

Unit  more  children  /i»ve  been 
aurcFiinftUll/  reared  by  the  use 
tf  hidye '«  Food  thun  b}t  the  une 
tt/ali  the  other  foodH  combined. 
Do  nut  experitnent  with  i/oiir 
child,  ttitt  Uihe  the  ftwdthat haa 
Htood  flir  lrnt  o/'tlnif. 


New  llAkMuNV.  Ind. 
Uci.  6,  1886. 
Please  send  me  your  pamnhlel 
<iji"Th«CaiBof  lnf«m«."  Have 
licen  using  RiDiiE's  VaOD  lor  A 
iviy  young  infant,  which  did  per- 
tcciiy  satistaclory  uiilil.  unfoli- 
iiiiaiely,  the  druggist  lel  hu  Mock 
[un  oui,  and  could  gel  no  more 
ill  town,  and  had   lo  substitute 

■■ "s,"  which  lel  the  babe  go 

down  fast,  not  agreeing  al  all 
with  the  child.  Havenowordered 
a  supply  myself  from  Indianapi- 
oUs.  Have  raised  one  child  on 
RiociE's  Food,  ■  bright,  strong, 
and  healthy  little  giil. 

O,  W.  Wiitis. 


»s..  Jan.  10,  iSSj. 
We  have  used  Ritw.k's  Food 
in  our  family,  and  can   heartily 
recommend  it, 

O.  1'.  FuLLEK, 
I'astor  llaptisi  Church. 


So  Garfield  ItM^ 
CrMcixxiiTi,  C 
Avg.  I 
WooLRicH  Sl  Co. 

Palmer,  Mas*. 
DtAK  SlKSt 

Having  undei  tMi 
patient  whose 
every  form  of 
I  «a*  iiiiluccd  to  try 
Food.  Ii  was  ndithed 
tBiiicd,and  pioved  aiUM 
ing  aourishmcDt.  I  fi 
assimilative  and 
erties  make  it  ctpeciilly 
in  cases  of  enfeebled  d 
and  in  imnble  and  M 
ditions  of  the  bowels. 

KcspccifDlly, 
Wm,  Wkslkv  Cno 


READY 

«S£i  ;x;nr7»™CK:";";x  No 

■rd'ocpiru^Dil  Bi>ndia^,''ly  Ihc  ^ul'ina  Fibue  Qu'c"  Maun  & 
Hinlin  Orj^inl  PiaaDCo.,  and  b;  iIuHiundi  ol  £m.clus  masului- 
urcn  and  DwcbaDiB  IhioaihaDl  Itie  woHd.  lor  all  kisili  ol  fine  work. 
l>n>iH.i>n«d   STRONGEST    ADHESIVE    KNOWN. 

S*M  Id  UQ  cant  for  fnccBanici  and  amalcufv,  add  in   boEilcfl  toi 


.  will.  hith^uTid 

i.ca.n<a>»(l»r< 

-        "■  ■  Sa-t'ol" 

d  ycllDo 

NEW 

PATBNT^CAN—nAicA  ias  lit  following  a,l:;i^- 
iagts :  Tkr  lap  can  be  lurneii  on  ar  off  readily  by  Ihr 
fingers  —  eaci  Can  ias  brinhfosltnta  to  tkt  inside  of 
cover,  and  a  viiptr  to  take  off  fUperJlHatts  glne.  This 
arraHgfHiiMt  inablft  Ike  amateur  of  attiaaii  to  carry  a 
tmal/ean  i«  Ike  pactel  rradyfor  immediate  use.  iv'ilk- 
oul  danger  of  soiling  from  brink  er  can.  Tkt  NEW 
PATENT  CAN  is  /»  _l  sizes -.—Half-pinl.  gilt,  and 
kaf-gitt-  —  Regular  Citw.s  piBt.  quart,  j^uarl.  and 
gallon.   BottUi  samv  .'in's  as  heretofore,  i  oz.  and  o 

Be  »ure  und  grl  the  genuine  LePAOE' 

MADS  OSI.Y   BY  THE 

RUSS)A  CEMENT  CO. 
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THE  ELEVENTH  CENSUS  OF  THE  UNITED 

STATES. 

On  the  first  day  of  the  present  session  of  Congress, 
the  Hon.  S.  S.  Cox,  of  New  York,  introduced  into  the 
House  of  Representatives  a  resolution  providing  for  the 
appointment  of  a  committee  on  the  Eleventh  Census. 
The  offering  of  this  resolution  calls  attention  to  the  near 
aj)j)roach  of  another  decennial  enumeration,  under  the 
Constitution.  It  is  most  fortunate  that  the  active,  progres- 
sive, and  enlightened  statesman  who  framed  the  law  of 
March  3,  1879,  is  still  in  Congress  to  apply  the  experience 
of  the  last  census  to  the  legislation  for  the  next.  Mr. 
Cox's  promptitude  shows  that  his  interest  in  the  subject 
has  suffered  no  abatement. 

In  undertaking  a  discussion  as  to  what  should  be  done 
towards  the  perfonnance  of  this  most  important  constitu- 
tional function,  it  will  perhaps  be  well  to  recognize  the 
fact  that  the  preparations  for  the  Eleventh  Census  are 
likely  to  be  in  some  degree  embarrassed  by  the  financial 
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and  other  misfortunes  which  befell  its  immediate  predeces- 
sor. The  successive  deficiency-appropriations  for  that 
work,  the  delays  in  the  publication  of  some  of  the  later 
volumes,  together  with  the  newspaper  attacks  upon  the 
Census,  which  became  epidemical  in  1882  and  1883,  have 
created,  in  the  minds  of  most  of  those  who  have  any  im- 
pression at  all  on  the  subject,  the  belief  that  the  Tenth 
Census  was  extravagantly  expensive.  Yet  no  opinion 
could  be  more  unfoimded.  The  fact  is  that,  considering 
the  new  ground  covered,  the  Tenth  Census  was  a  marvel 
of  cheapness.  Even  if  we  leave  out  all  consideration  of 
the  great  extent  and  variety  of  statistical  work  then  for 
the  first  time  undertaken,  and  treat  all  this  as  having  cost 
absolutely  nothing,  we  shall  still  find  that  the  cost  of  the 
Tenth  Census,  per  capita  of  inhabitants,  exceeded  that  of 
the  Ninth  Census  by  far  less  than  the  ratio  in  which  the 
cost  of  the  Ninth  Census  exceeded  that  of  the  Eighth.* 
Yet  no  one  ever  took  exception  to  the  expenditures  of 
1870-72,  and  that  work  was  finished  to  public  satisfaction. 
A  continuous  progressive  enhancement  in  the  per  capita 
cost  of  successive  censuses  is  to  be  anticipated,  even 
though  the  scope  of  enumeration  be  in  no  degree  widened, 
by  reason  of  the  continually  expanding  detail  f  into  which 

*  The  cost,  per  capita  of  inhabitants,  of  the  last  f  onr  censuses,  exclusive 
of  printing  and  engraring,  was  as  f  oUows  :  - 

Seventh  Census,  1850, 6.84  cents 

Eighth  Census,  1860, 6.26    " 

Ninth  Census,  1870, 8.T1    " 

Tenth  Census,  1880, 9.68    " 

The  increase  from  1860  to  1870  represents :  (1)  the  advance  in  wages  and  salaries 
which  took  place  during  the  war  period,  and  which,  in  the  main,  has  never 
been  receded  from ;  (2)  the  addition  of  extensive  statistical  inquiries  beyond 
what  had  been  previously  undertaken  ;  (3)  the  rendering  of  the  familiar  matr 
ter  of  enumeration  into  vastly  greater  detail,  as  will  appear  in  the  next  note. 

t  Thus,  in  18C0,  the  distribution  of  the  population,  according  to  ages,  was 
into  the  following  classes :  under  1,  1-5,  5-10,  10-15,  15-20,  20-30,  30-40,  and 
so  on,  by  decennial  periods  upwards ;  in  all,  14  classes.  In  1870,  under  the 
demand  for  more  minute  information  regarding  the  number  of  persons  of 
school  age,  of  voting  age,  of  military  age,  etc.,  the  foUowing  classification  was 
adopted:  under  1,  1,  2,  3,  4,  5-10,  10-15,  15-18,  18,  18-20,  21,  21-5,  25-30, 
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the  traditional  classes  of  statistics  will  inevitably  be 
drawn,  under  the  ever-growing  popular  demand  for  local 
and  minute  information.  On  the  other  hand,  if  the  scope 
of  enumeration  is  to  be  widened,  this  must  be  paid  for, 
and  paid  for  handsomely. 

The  cost  of  the  Ninth  Census,  1870,  was,  in  round  num- 
bers, $3,860,000,  exclusive  of '  printing  and  engraving. 
With  the  population  of  that  period,  the  per  capita  cost 
was,  therefore,  8.71  cents  per  head.  The  cost  of  the 
Tenth  Census,  including  both  enumeration  and  compila- 
tion, but  excluding,  as  in  the  former  case,  printing  aud 
engraving,  was  $4,853,350,  which,  with  the  population  of 
1880,  yields  a  cost  per  head  of  9.68  cents;  leaving  the 
total  cost  of  all  the  new  work,  then  for  the  first  time 
undertaken,  as  well  as  of  the  vastly  increased  detail  into 
which  the  traditional  matter  of  enumeration  was  rendered, 
less  than  one  cent  per  head  of  the  population.  Such  a 
comparison  must  remove  from  the  mind  of  any  candid  and 
intelligent  person  the  opinion  that  the  Tenth  Census  was 
marked  by  extravagance.  No  person  familiar  with  statis- 
tical work  could  spend  an  hour  in  comparing  the  reports 
of  1880  and  those  of  1870,  and  not  be  astonished  that  the 
vastly  greater  work  could  have  been  done  at  so  slight  a 
relative  increase  of  expense ;  and,  in  fact,  this  was  only 
accomplished  by  the  most  painful  economy  at  all  points 
where  saving  was  possible,  and  by  pushing  the  clerical 
force  forward  at  a  rate  of  which,  it  is  fair  to  say,  gov- 

30-35,  and  so  on,  by  qoinquennial  periods  npwazds  to  eighty  yean,  and  thenoe 
npwazdfl  by  ten-year  periods  ;  in  all,  25  classes. 

Even  so,  the  occasions  for  distributing:  population  according:  to  mges  were 
not  considered  to  have  been  fully  met ;  and,  in  compliance  with  numerous  and 
pressing  requests,  including  resolutions  of  conventions  and  public  bodies,  the 
ages  of  the  population  of  1880  were  ascertained  by  single  years,  amounting  to 
over  one  hundred  specifications. 

Again^  in  1860,  the  occupations  of  the  people  were  tabulated  in  the  gross, 
solely.  In  1870,  the  occupations  reported  were  distributed  among  six  different 
classes,  according  to  sex  and  age.  At  a  score  of  points,  a  corresponding 
increase  took  place  in  the  amount  of  detail  presented.  Every  such  instance 
adds  appreciably,  often  greatly,  to  the  labor  and  cost  of  compilation. 
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eminent    offices    in  Washington   have  had    little  expe- 
rience. 

Perhaps  an  even  more  striking  vindication  of  the  econ- 
omy with  which  the  national  census  of  1880  was  conducted 
is  found  in  the  cost  of  the  last  State  census  of  Massachu- 
setts, in  1885.  The  schedules  of  enumeration  here  were 
not,  at  all  points,  co-extensive  with  those  of  the  last 
national  census :  some  subjects  which  were  treated  in  the 
former  set  of  schedules  were  omitted  in  the  latter,  and  vice 
versa.  Taken  all  together,  however,  the  scope  of  enumera- 
tion and  compilation,  in  the  two  cases,  may  fairly  be  said 
to  have  been  equivalent.  Yet  the  cost  of  the  Massachu- 
setts census  was  9.47  cents,  exclusive  of  the  printing  of 
the  final  reports.  The  cost  of  the  preliminary  printing, 
including  portfolios,  schedules,  instructions,  etc.,  is  not 
known  to  me;  but  putting  the  United  States  census  of 
1880  on  the  same  basis, —  that  is,  including  preliminary 
printing,  but  excluding  final  reports, — we  should  have  the 
cost,  in  the  latter  case,  10.2  cents  per  capita.  When  it  is 
considered  that  Massachusetts  is  densely  populated,  with 
an  average  approaching  two  hundred  and  fifty  inhabitants 
to  the  square  mile,  while  the  national  enumeration  ran 
over  hundreds  of  thousands  of  square  miles,  having  an 
average  of  from  thirty  down  to  fifteen  inhabitants,  and 
over  hundreds  of  thousands  more  of  square  miles  having 
an  average  of  from  fifteen  down  to  two  inhabitants,  it  can 
only  be  matter  of  wonder  that  the  expense  of  the  national 
enumeration  was  not  carried  up  to  a  much  higher  point, 
relatively  to  the  Massachusetts  census,  than  we  find  it  to 
have  been.  Yet  the  Massachusetts  census  is  justly  reputed 
for  energy,  efficiency,  and  economy,  as  well  as  for  the  high 
scientific  skill  which  presided  over  its  details. 

So  much  for  the  cost  of  enumeration  and  compilation  in 
the  Census  of  1880.  Perhaps  the  expenses  of  printing, 
engraving,  and  publishing  have  had  quite  as  much  effect 
in  producing  the  impression  of  extravagance.     Viewed  in 


ELEVENTH  CENSUS  OF  THE  UNITED  STATES       189 

themselves,  those  expenses  were,  indeed,  very  great ;  but 
it  is  altogether  unreasonable  and  unjust  to  estimate  them 
without  consideration  of  the  established  policy  of  our  gov- 
ernment in  dealing  with  this  matter,  and  without  making 
comparison  with  other  publications,  certainly  no  more  im- 
portant or  generally  interesting.  To  take  a  single  case : 
the  United  States  paid  for  printing  the  last  Annual  Report 
of  the  Commissioner  of  Agriculture  the  sum  of  two  hun- 
dred thousand  dollars.  The  cost  of  printing  five  such 
reports,  dealing  with  but  a  single  interest  and  covering 
but  one-half  the  period  between  two  national  censuses, 
would  exceed  all  the  sums  paid  for  paper,  for  printing, 
and  for  „g«™.g  a.  th.  Ten*  cLZ.  induLg  t^o 
'  hundreds  of  tons  of  schedules  used  in  the  enumeration ; 
portfoUos  and  pamphlets  of  instructions  for  thirty-one 
thousand  five  hundred  enumerators ;  some  hundreds  of  bul- 
letins, from  one  to  eight  pages  each,  announcing  results  as 
fast  as  ascertained ;  the  two  volumes  of  the  Compendium, 
comprising  eighteen  hundred  octavo  pages,  printed  in  a 
large  edition ;  and,  finally,  the  eighteen  large  quarto  vol- 
umes, already  published,  of  the  final  reports,  profusely 
illustrated  with  hundreds  of  maps  and  thousands  upon 
thousands  of  diagrams  and  engraved  plans  and  sketches. 
Nay,  we  may  add  to  the  above  the  estimated  cost  of 
printing  the  four  remaining  quarto  volumes  of  the  final 
reports,  and  yet  fall  short  of  the  cost  of  printing  the 
Annual  Reports  of  the  Department  of  Agriculture  from 
1880  to  the  present  time.  Such  a  comparison  suffices  to 
show  that,  according  to  the  policy  adopted  by  our  govern- 
ment, with  the  full  approval  of  the  people,  regarding  the 
publication  and  distribution  of  public  documents,  the  ex- 
penditures* of  the  census  on  this  side  were  not  dispropor- 

*  The  followinjc  approprUtioiis  were  made  for  this  purpose  :  — 

June  10, 1880, $125,000.00 

March  3, 1881 128,000.00 

August  7, 1882 678,eM.61 

Subftequently  appropriated, 11,996.36 

Ajsked  for  by  the  Secretary  of  the  Interior  In  his  letter  to  the  two 

Houses  of  Congress,  December  6, 1887» 77,496.68 
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tionate,  although  the  present  writer  is  disposed  to  admit 
that  a  better  result  would  have  been  attained  had  the 
number  of  the  quarto  volumes  been  held  down  to  eigh- 
teen, as  originally  proposed,  or  even  cut  down  to  fifteen ; 
and  the  smaller  number  of  volumes  been  published  in  pro- 
portionally larger  editions. 

It  is  pertinent  to  ask  why,  if  the  Tenth  Census  was  not 
unduly  expensive,  so  general  an  impression  to  that  effect 
should  have  been  created.  The  question  is  very  easily  and 
conclusively  answered,  though  not  without  a  somewhat 
humiliating  confession.  The  impression  referred  to  was 
caused  by  the  successive  deficiency-appropriations  for  this 
service,  while  the  necessity  for  such  appropriations  arose 
out  of  the  absurdly  low  estimate  of  cost  made,  in  1879, 
by  the  present  writer,  as  Superintendent  of  the  Census. 
That  estimate  was  made  in  entire  good  faith,  but  with  an 
overweening  desire  to  make  the  then  approaching  enumer- 
ation at  once  both  the  best  and  the  cheapest  of  the  series 
of  national  censuses.  Now,  the  latter  consideration  should 
not  have  been  entertained  at  all.  The  question  should 
simply  have  been,  How  can  the  United  States  secure  the 
most  full  and  accurate  account  of  its  population,  industry, 
wealth,  and  social  condition  ?  Whatever  this  might  cost 
should  have  been  asked  from  Congress,  without  any 
thought  of  making  a  saving  beyond  what  would  have 
been  secured  by  a  vigorous  and  reasonably  economical 
administration.  The  people  of  the  United  States  were 
well  able  to  pay  a  fair  price  for  the  very  best  census  they 
could  get ;  and  it  should,  in  justice,  be  said  that  Congress 
at  no  time  showed  any  disposition  to  pinch  the  service. 
The  superintendent  should  have  said  to  the  Committee  of 
Congress,  in  1879 :  "  The  Ninth  Census  cost,  for  enumera- 
tion and  compilation,  three  and  a  third  millions  of  dollars. 
The  population  of  the  country  in  the  interval  has  in- 
creased, say,  about  one-third,  raising  the  cost  of  doing  the 
same  work,  on  the  same  scale  and  plan,  to  four  millions  and 
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a  third.  Add  ten  per  cent,  for  the  proposed  enlargements 
and  improvements,  including  better  supervision  and  more 
of  it,  more  correspondence,  much  work  of  experts  and  spe- 
cial agents  on  the  difEcult  points  of  the  enumeration,  new 
statistical  features,  such,  e.ff.^  as  the  acreage  of  crops,  and 
even  large  new  classes  of  statistics,  such,  e.g.^  as  railroads 
and  telegraphs,  and  we  should  have  the  cost  of  enumera- 
tion and  compilation  four  and  three-quarters  millions. 
With  due  reference  to  contingencies  and  emergencies,  let 
us  call  it  five  millions."  Had  the  Superintendent  said 
this.  Congress  would,  without  a  murmur,  have  voted  the 
sum  asked,  which  would  have  been  in  excess  of  the  aggre- 
gate amount  of  the  appropriations  actually  made  for  the 
service ;  all  deficiencies  would  have  been  avoided,  and  the 
census  ofiBce  saved  much  embarrassment  and  not  a  little 
discredit.  As  it  was,  the  superintendent  actually  under- 
took *  to  conduct  a  very  elaborate  census  of  fifty  millions 
of  people  for  less  money  than  had  been  expended  upon  a 
far  simpler  enumeration  of  thirty-eight  millions.  Doubt- 
less, the  additional  labors,  the  annoyance,  the  embarrass- 
ments, the  distress,  which  he  brought  upon  himself  during 
the  three  years  following,  were  only  a  proper  punishment 
for  his  ambitious  folly ;  but  he  ventures  to  add  that  the 
whole  sum  which  he  sought  to  save  to  the  government 
would  have  been  a  very  poor  compensation  personally  for 
what  he  had  thus  to  undergo. 

The  delays  in  the  publication  of  the  final  reports  have 
also  had  an  effect  in  impairing  the  prestige  of  the  Census 
of  1880.  Those  delays  have,  however,  been  very  much 
exaggerated  in  popular  estimation.  The  leading  reports, 
those  which  were  specially  made  up  of  purely  statistical 
matter,  were,  with  the  single  exception  of  that  on  mortal- 
ity, published  in   1883, —  a  date  which,  considering   the 

*  It  is  not  worth  while  to  give  space  to  a  statement  of  the  reasons  which 
inflnenced  my  mind  towards  miderestimating  the  cost  of  the  enumeration. 
There  were  such  reasons,  hut  they  are  of  little  present  interest. —  F.  A.  w. 
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greater  scope  of  the  work,  compares  favorably  with  the 
record  of  any  previous  census.*  The  volumes  thus  pub- 
lished in  1883  were  the  two  volumes  of  the  Compendium, 
and,  of  the  final  quarto  reports,  the  following :  volume  1, 
Statistics  of  Population;  volume  2,  Statistics  of  Manu- 
factures ;  volume  3,  Statistics  of  Agriculture ;  volume  4, 
Statistics  of  Transportation.  The  foregoing  volumes  com- 
prised nearly  everything  of  a  statistical  character,  with 
exception  of  the  mortality  statistics  before  referred  to, 
which  it  had  been  usual  to  publish  in  a  census  of  the 
United  States ;  while  they  contained  over  and  above  what 
had  ever  before  been  published  in  this  line  far  more  than 
the  sum  of  all  the  omissions.  The  justification  of  this 
last  assertion  will  be  apparent,  at  a  glance,  to  any  one 
familiar  with  statistical  work  who  will  examine  these  vol- 
umes. The  issues  of  1884  were  volumes  5  and  6,  compris- 
ing the  results  of  a  great  statistical,  agricultural,  and  eco- 
nomic investigation  of  the  Cotton  Culture  of  the  United 
States  (the  bare  figures  of  acreage  and  crop  having  been 
contained  in  volume  3) ;  volume  7,  Valuation,  Taxation, 
and  Public  Indebtedness ;  volume  8,  Newspapers  and  Peri- 
odicals, Ship-building,  Alaska  and  the  Fur  Seal  Islands ; 
volume  9,  Forest  Trees  and  Forest  Wealth;  volume  10, 
Petroleum,  Coke,  Building  Stones,  and  the  Quarrying  In- 
dustry. In  the  case  of  each  one  of  these  reports,  a  sum- 
mary of  the  statistics  involved  had  been  already  published 
in  the  Compendium  of  1883. 

The  reports  which,  though  generally  complete  in  manu- 
script, were  not  published  by  the  end  of  1884,t  were,  with 

*  The  single  larg^e  quarto  yolame  of  the  Seventh  Census  bears  date  1853. 
Of  the  four  quarto  volumes  comprising  the  final  reports  of  the  Eighth  Census, 
two  bear  date  1864 ;  one,  1865 ;  one,  1866.  The  three  quarto  volumes  of  the 
Ninth  Census  bear  date  1872. 

t These  were  as  follows:  published  in  1885,  volume  11,  Mortality  Statis- 
tics, Part  1 ;  volume  13,  Statistics  and  Technology  of  the  Precious  Metals ; 
volume  14,  Mining  Laws ;  volume  15,  The  Production  of  Coal,  Copper,  Iron, 
and  the  other  Useful  Metals;  volume  16,  Water  Power  employed  in  Man- 
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the  single  exception  of  those  on  mortality,  all  of  a  tech- 
nical and  semi-statistical  character,  comprising  matter 
almost  wholly  new  to  the  census,  and  intended  to  form  a 
grand  monumental  exhibit  of  the  resources,  the  industries, 
and  the  social  state  of  the  American  people  on  the  occa- 
sion  of  their  tenth  ten-year  enumeration.  Had  these 
promptly  followed  the  more  distinctly  statistical  reports, 
they  would  have  been  greeted  with  universal  applause. 
As  it  was,  the  successive  volumes  have  received  most  en- 
thusiastic commendation  from  the  press  and  the  statis- 
ticians of  Europe, —  all  the  way  from  London  and  Edin- 
burgh to  Vienna,  Buda-Pesth,  and  St.  Petersburg.  But 
the  American  mind  is  highly  impatient  of  delays;  and 
the  procrastination  of  several  of  these  reports  has,  it  is  to 
be  feared,  rather  impaired  than  increased  the  popular  esti- 
mation of  the  Census  of  1880,  altogether  irrespective  of 
their  intrinsic  worth. 

The  delays  alluded  to  were  due  in  part  to  the  financial 
embarrassments  of  the  Census  Office ;  in  part,  also,  to  the 
enormous  pressure  of  current  business  upon  the  govern- 
ment printing-office,  which  allowed  the  census  reports, 
during  much  of  the  time,  to  be  taken  up  only  as  **  knit- 
ting work,"  when  matters  of  greater  urgency  would 
permit;  but,  chiefly,  to  the  increasing  and  finally  com- 
plete disability  and  ultimate  death  of  Colonel  Charles  W. 
Seaton,  who  in  November,  1881,  succeeded  the  Superin- 
tendent who  had  organized  and  thus  far  conducted  the 
census.     As  an  analyst  and  critic  of  statistical  matter, 

nfactoring,  Part  1.  Published  in  1886,  yolume  12,  Mortality  Statistios,  Part  2 ; 
Yolume  18,  Social  Statistics  of  Cities,  Part  1 ;  yolume  20,  Wages,  Trades 
Unions,  and  Strikes.  The  four  volumes  remaining  unpublished  in  1887,  for 
which  an  appropriation  has  been  asked  (as  hereinbefore  recited),  are  as  fol- 
lows :  volume  17,  Water  Power,  Part  2 ;  volume  19,  Social  Statistics  of  Cities, 
Part  2 ;  volume  21,  Statistics  of  the  Defective,  Dependent,  and  Delinquent 
Classes ;  volume  22,  Reports  on  Machinery  used  in  Manufactures.  The  Seo- 
retary  of  the  Interior  stated,  in  his  letter  to  the  Houses  of  Congress,  that 
ninety-nine  hundredths  of  these  reports  are  already  stereotyped,  and  only 
await  an  appropriation  for  printing  and  binding.  The  outright  failures  of  the 
census  of  1880  were  in  respect  to  churches  and  private  schook. 
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Colonel  Seaton  had  no  superior;  but  his  pondering  and 
reflective  turn  of  mind  probably  interfered  somewhat  from 
the  first  with  the  progress  of  a  work  which  peculiarly  re- 
quires peremptory  and  energetic  treatment,  while,  within 
two  years  from  his  accession  to  office,  the  enormous  press- 
ure of  care  and  work  incident  to  the  service,  aggravated  by 
unkind  criticisms  and  malevolent  attacks  from  many  quar- 
ters, developed  the  seeds  of  disease  which  had  been  planted 
during  the  war,  and  he  began  palpably  to  lose  ground. 
Still,  he  struggled  on,  impatiently  rejecting  every  sugges- 
tion for  his  relief,  passionately  exclaiming  that  he  only  de- 
sired to  finish  the  work  and  die.  But  even  this  was  not 
permitted.  Softening  of  the  brain  ensued;  and,  after  a 
painful  period,  this  faithful,  high-minded,  and  able  public 
servant  passed  away,  leaving  his  work  still  incomplete. 
Such  a  misfortune  might  befall  any  office,  and  it  is  to  be 
hoped  that  those  who  have  made  the  delays  in  the  publica- 
tion of  the  census  reports  thus  occasioned  the  subject  of 
small  jokes  will  some  day  be  properly  ashamed  of  them- 
selves. 

So  much  space  has  been  given  to  facts  relating  to  the 
Tenth  Census,  both  because  it  seems  but  right  that  a 
record  should  be  made  of  them  in  our  economic  literature, 
and  because  they  are  fairly  precedent  to  a  discussion  of 
what  is  best  to  be  done  for  the  future.  Even  if  the  scope 
of  the  census  law  is  to  remain  undiminished,  probably  no 
one  —  certainly  not  the  present  writer  —  would  recom- 
mend that  a  similar  latitude  be  given  to  the  publication  of 
any  census  soon  succeeding.  In  its  nature,  much  of  the 
work  done  from  1880  to  1883  is  definitive,  or  else  such  as 
to  require  only  slight  additions  or  corrections  from  time 
to  time.  The  magnificent  report  of  Professor  Charles  S. 
Sargent  on  the  Forest  Trees  and  Forest  Wealth  of  the 
United  States  —  a  work  without  a  superior,  if,  indeed, 
it  finds  anywhere  its  peer,  among  the  government  publi- 
cations of  any  country  —  is  of  the  former  character.     The 
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two  volumes  on  Water  Power  employed  in  Manufact- 
ures, and  the  two  volumes  on  the  Cotton  Culture,  are 
of  the  latter  character.  Much  of  the  work  in  them  has 
been  done  once  for  all ;  whUe,  though  the  industrial  and 
economic  statements  wiU  require  to  be  changed  from 
census  to  census,  a  suitable  and  ample  background  will 
have  been  furnished  for  them  in  the  geographical  and  hydro- 
graphic  studies  of  Professors  Swain  and  Porter  and  their 
colleagues,  or  in  the  geographical,  agronomic,  and  chem- 
ical investigations  of  Professor  Eugene  Hilgard  and  his 
corps  of  assistants,  embracing  the  highest  skilled  and  scien- 
tific talent  of  the  Southern  States.  In  a  greater  or  less 
degree,  the  same  is  true  of  many  others  of  these  reports, 
notably  those  on  Tobacco  Culture,  on  the  Grazing  Inter- 
ests of  the  Frontier  States,  on  Building  Stones,  on  Petro- 
leum, and  on  the  Social  Statistics  of  Cities,  etc.  The 
Tenth  Census  was  more  than  an  enumeration  of  popula- 
tion, wealth,  and  industry.  It  was  a  survey  of  the  condi- 
tions of  life,  industry,  and  production,  such  as  cannot  fail 
to  be  of  great  value  to  a  rapidly  growing  nation,  such  as  . 
was  peculiarly  appropriate  to  the  tenth  decennial  census 
under  the  Constitution, —  a  survey  which,  though  lacking 
something  of  completeness,  by  reason  of  insuperable  ob- 
stacles in  some  cases,  and  by  reason  in  other  cases  of  the 
loss  of  some  of  its  chief  oflBcers,*  is  yet  a  work  worthy 
of  the  nation  and  of  the  age.  The  well-known  names  of 
the  hundreds  of  men  of  science,  economists,  and  statisti- 
cians who  contributed  to  the  giant  undertaking  afford  a 
sufficient  guarantee  of  the  thoroughnesss,  the  conscien- 
tiousness, and  the  ample  scientific  knowledge  with  which 
their  several  tasks  were  performed;   while  a  wealth  of 

*  Especially  the  resigrnation  of  Mr.  Clarence  King,  as  Director  of  the 
Geological  Sorvej,  prior  to  the  conclusion  of  the  investigations  into  the  Mining 
Industries,  and  the  lamented  death  of  Dr.  George  W.  Haves,  who  had  pro- 
jected and  partially  carried  out  an  investigation  into  the  Building  Stones  of 
the  United  States,  which,  had  it  been  completed  according  to  his  plan,  would 
have  remained  a  lasting  monument  to  him  and  to  the  Tenth  Census. 
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graphic  illustration  brings  the  results  within  the  compre- 
hension of  the  least  skilled  and  the  least  learned. 

But  while,  for  the  reasons  above  stated,  it  is  not  to  be 
expected  that  immediately  succeeding  censuses  will  be  of 
such  colossal  magnitude,  it  is  yet,  in  the  judgment  of  the 
present  writer,  not  desirable  that  the  presentation  of 
results  should  ever  again  revert  to  the  traditional  form 
of  bare  statistical  tables,  accompanied  only  by  brief  notes 
and  explanatory  remarks.  In  order  that  they  may  be  of 
the  widest  popular  and  highest  scientific  value,  the  results 
of  every  enumeration  should  be  fully  and  freely  discussed 
and  profusely  illustrated ;  the  various  classes  of  facts 
should  be  carefully  correlated ;  and  all  should  be  shown 
on  the  background  of  the  geographical,  geological,  and 
meteorological  conditions  within  which  they  exist,  and  in 
their  historical  connections.  Our  previous  experience  has 
distinctly  and  unmistakably  shown  that,  if  this  is  not 
done  by  the  Census  Office,  it  will  not  be  done  at  all.  The 
statistical  skill  and  experience  which  are  requisite  for  the 
work  are  possessed  by  very  few,  while  the  clerical  labor 
involved  is  far  beyond  the  means  of  individuals.  In  this 
view,  a  future  census  of  the  United  States  should  be  a 
mean  between  the  Census  of  1870  and  that  of  1880. 
Eight  or  ten  volumes,  less  than  the  yearly  issues  of  an 
ordinary  daily  newspaper,  are  not  too  much  to  properly 
set  forth  and  array  the  facts  concerning  a  nation  of  sixty 
or  eighty  millions,  of  such  vast  and  varied  industrial  and 
social  interests  and  concerns,  once  in  ten  years. 

We  have  heretofore  made  the  proviso,  "If  the  scope 
of  the  census  law  is  to  remain  undiminished  '^ :  is  it  desira- 
ble that  such  should  be  the  case  ?  This  is  the  most  im- 
portant question  touching  the  future  census  of  the  United 
States.  There  has  never  been  any  reason  but  one  why 
the  vast  amount  of  statistical  work,  which  was  charged 
upon  the  census  by  the  Act  of  1850,  should  be  conducted 
by  that  agency.     That  single   reason  was   found  in   the 
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social  rawness  of  our  people,  leaving  them  unappreciativet 
to  a  great  degree,  of  the  importance  of  statistics,  and  in 
the  political  scruples  entertained  by  many  regarding  the 
authority  of  the  United  States  government  to  obtain  in- 
formation for  information's  sake.  Doubtless,  it  is  true 
that,  when  the  Act  of  1850  was  passed,  it  would  have 
been  impossible  to  secure  legislation  for  obtaining  the 
statistics  of  agriculture  and  of  manufactures  and  the  vari- 
ous classes  of  social  and  vital  statistics  embraced  in  the 
schedules  of  that  law,  except  under  cover  of  the  express 
constitutional  provision  for  a  decennial  enumeration.  It 
has  been  for  this  reason,  and  not  because  the  Census  has 
been  considered  the  most  appropriate  agency  for  the  col- 
lection of  many  of  these  classes  of  statistics,  that  one 
after  another,  and  one  score  after  another,  of  inquiries 
have  been  piled  upon  this  overweighted  public  servant. 

So  long  as  the  indicated  reason  existed,  the  action  taken 
by  the  promoters  of  the  successive  census  laws  was  wise 
and  patriotic  ;  for  it  was  indefinitely  better  that  the  infor- 
mation sought  should  be  obtained  in  this  way  than  not  at 
all.  But  have  we  not  become  civilized  enough  by  this 
time,  are  we  not  sufficiently  a  nation  now,  to  be  able  to  get 
the  statistics  we  require  —  the  statistics  so  eagerly  sought 
for  by  men  of  all  classes,  sections,  conditions,  and  avoca- 
tions in  life  —  in  simply  the  best  way  in  which  we  can  get 
them,  without  resort  to  a  political  subterfuge,  and  with- 
out using  inappropriate  and  largely  ineffective  agencies? 
Upon  the  answer  to  this  question  turns  the  future  of  the 
census.  Personally,  a  strict  constructionist,  I  do  not 
believe  the  Constitution  has  been  outgrown;  but  I  do 
believe  that  the  American  people  have  outgrown  the  little, 
paltry,  bigoted  construction  of  the  Constitution  which,  in 
1850,  questioned  in  Congress  the  right  of  the  people  of 
the  United  States  to  learn  whatever  they  might  please  to 
know  regarding  their  own  numbers,  condition,  and  re- 
sources.    It  has  become  simply  absurd  to  hold  any  longer 
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that  a  goverDment  which  has  a  right  to  tax  any  and  all 
the  products  of  agriculture  and  manufactures,  to  super- 
vise the  making  and  selling  of  butterine,  to  regulate  the 
agencies  of  transportation,  to  grant  public  moneys  to 
schools  and  colleges,  to  conduct  agricultural  experiments 
and  distribute  seeds  and  plant-cuttings  all  over  the  United 
States,  to  institute  scientific  surveys  by  land  and  deep 
soundings  at  sea,  has  not  full  authority  to  pursue  any 
branch  of  statistical  information  which  may  conduce  to 
wise  legislation,  intelligent  administration,  or  equitable 
taxation,  or  in  any  other  way  promote  the  general  welfare. 
There  are  two  objections  to  loading  down  the  census 
with  a  large  and  miscellaneous  body  of  statistical  in- 
quiries. The  first  is  that  the  primary  object  of  the  enu- 
meration, the  count  of  the  people,  is,  in  some  degree, 
perhaps  not  greatly,  sacrificed  thereby.  The  attention  of 
the  community,  as  well  as  of  the  officials  engaged,  is 
diverted  at  times  and  in  places  from  the  all-important 
end  of  securing  a  just  and  accurate  return  of  every  man, 
woman,  and  child  upon  the  population  or  family  schedule, 
with  all  the  required  particulars  of  age,  sex,  nativity, 
occupation,  etc.  In  the  case  of  the  community  at  large, 
this  diversion  of  attention  is  not  of  very  serious  conse- 
quence, although  an  active  popular  interest  in  the  enu- 
meration is  a  great  help  to  the  Census  Office  and  its  agents. 
In  the  case  of  the  actual  enumerators,  however,  the  multi- 
plication of  duties,  if  carried  very  far,  becomes  a  real 
source  of  injury.  A  census  agent  who  is  carrying  about 
a  portfolio  full  of  blanks,  and  has  been  charged  with  a 
whole  pamphlet  of  instructions,  relating  to  all  sorts  of 
subjects,  cannot  be  expected  to  be  as  active,  alert,  and 
attentive  in  collecting  the  statistics  of  inhabitants  as  if  he 
were  charged  with  this  duty  only.  With  the  thoughts 
concentrated  upon  the  narrower  field,  with  the  mind  con- 
stantly revolving  the  liabilities  to  loss  and  error  within 
that  field,  it  goes  almost  without  saying  that  the  work 
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would,  in  some  measure,  be  better  done.  It  is  not  in- 
tended, however,  to  lay  much  stress  on  this  consideration. 
Certainly,  the  disadvantage  arising  from  this  source  is 
vastly  more  than  compensated  by  the  value  of  the  addi- 
tional statistics  obtained  under  existing  laws,  if,  indeed, 
the  latter  can  only  be  secured  by  this  method. 

A  more  weighty  objection  to  the  present  system  is 
found  in  the  inability  of  the  Census  Office,  no  matter 
how  completely  organized  and  ably  administered,  to  deal, 
at  once  adequately  and  seasonably,  with  the  vast,  hetero- 
geneous mass  of  returns  which  are  thus  poured  in  upon  it. 
Either  the  work  of  examination  and  revision  must  be 
hurried  and  perfunctory,  or  else  compilation  and  publica- 
tion must  be  protracted  over  a  very  long  period.  Prob- 
ably no  one  who  has  not  actually  visited  a  Census  Office 
in  the  height  of  its  work  can  form  a  conception  of  the 
extent  and  variety  of  the  materials  which  have  there  to 
be  dealt  with ;  while  only  one  who  has  worked  for  years 
over  such  materials  can  realize  the  importance  of  giving 
to  each  successive  portion  a  close  and  minute  scrutiny. 
The  schedules  of  population,  merely,  returned  to  the 
Census  Office  in  1890,  will,  when  bound,  exceed  in  bulk 
fifteen  hundred  merchants'  ledgers  of  the  largest  size. 
The  schedules  of  agriculture  will  fill  three  or  four  hun- 
dred volumes  more.  If  we  add  the  returns  relating  to 
manufactures,  to  wealth,  debt,  and  taxation,  to  schools, 
libraries,  and  churches,  and  to  deaths,  it  will  be  seen  that 
the  bare  transcript  of  the  facts  with  which  the  Census 
Office  has  to  deal  constitutes  an  immense  library.  Every 
part  of  this  mass  ought  to  be  carefully  searched  by  the 
eye  of  a  master  for  duplications  or  omissions,  for  errors 
of  conception  or  errors  of  transcription  or  for  the  results 
of  downright  fraud.  Beyond  this,  to  prescribe  the  forms 
of  tabulation  and  compilation  appropriate  to  each  class  of 
statistics,  to  superintend  the  progress  of  the  work  in  every 
part,  to  answer  the   thousands  of  questions   coming  up 
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from  the  army  of  clerks  engaged,  and  at  the  same  time 
to  direct  the  financial  and  other  necessary  business  of 
such  an  office,  is  a  task  of  monstrous  labor  and  anxiety. 
Something,  much,  must  necessarily  be  sacrificed  of  com- 
pleteness and  of  accuracy,  in  order  that  so  large  a  whole 
may  be  carried  through  within  reasonable  limits  of  time. 
What  is  eminently  to  be  desired  in  the  interests  of  our 
statistical  service  is  that  the  census  should  be  confined  to 
an  enumeration  of  population,  coupled  only  with  one 
other  class  of  statistics,  to  be  hereafter  mentioned,  such 
an  enumeration  to  be  conducted  once  in  ten  years,  as 
now,  or,  better,  once  in  five  years,  as  befits  so  great  and 
rapidly  growing  a  people ;  *  while  the  remaining  statistical 
inquiries  now  connected  with  the  census,  and  even  many 
others  required  to  meet  the  increasing  demand  for  exact 
knowledge,  should  be  set  on  foot  and  conducted  in  proper 
succession,  by  the  same  bureau  of  the  government,  during 
the  intervals  of  the  decennial  or  quinquennial  censuses. 
Such  a  system  would  dispense  with  the  necessity  for 
suddenly  raising  and  suddenly  disbanding  a  large  office ; 
would  retain  permanently  in  service  a  considerable  force 
of  trained  clerks,  enabling  them  to  acquire  skill,  insight, 
and  rapidity  of  working  by  continuous  experience ;  and 
would  thus  at  once  diminish  the  cost  and  increase  the 
value  of  the  results  obtained.  Meanwhile,  the  work  of 
inspection  and  revision  by  the  head  of  the  office  and  his 
most  expert  assistants  would  become  vastly  more  effec- 
tive, owing  to  the  limited  number  of  subjects  presented  at 
a  time,  and  also  owing  to  the  diminished  interruptions 
from  the  administrative  side  of  the  office  and  from  per- 
sons seeking  employment.  The  office,  as  a  whole,  taking 
up  one  or  two  or  three  classes  of  statistics  at  a  time,  could 
master  the  conditions  of  each,  devise  the  most  effectual 
methods  of  compilation  and  tabulation,  and  concentrate 
attention  and  effort  to  the  highest  effect. 

*  A  nation  which  gidns  twelve  or  fifteen  millions  in  ten  years  can  afford 
to  take  a  census  once  in  five  years,  or,  rather,  it  cannot  afford  not  to  do  so. 
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The  class  of  statistics  which,  so  far  as  we  can  see,  must 
needs  be  collected  at  the  same  time  with  the  statistics  of 
population  is  that  relating  to  agriculture.     Unless  Con- 
gress decides  that  considerations  of  expense  should  have 
no  weight  in  this  matter,  it  would  be  inexcusable  to  re- 
quire the  entire  surface  of  the  United  States  to  be  gone 
over  a  second  time,  on  foot  or  on  horseback,  for  the  pur- 
pose of  collecting  the  productions  of  five  millions  of  farms. 
The  cost  of  obtaining  the  statistics  of  population  and  of 
agriculture  conjointly  would   probably  be   not  one-third 
greater  than  the  cost  of  collecting  the  former  class  of  sta- 
tistics separately;   while  the  impairment  of  the  results, 
through  the  division  of  the  enumerator's  attention,  would 
not  be  serious,  if  only  these  two  schedules  were  placed  in 
his  hands.     The  value  of  a  farm-to-farm  enumeration  of 
agricultural  products,  live  stock,  etc.,  can  scarcely  be  over- 
estimated.    Our  people  are  in  a  high  degree  intelligent 
and  communicative.     They  recognize  with    remarkable 
readiness  the  interest  and  the  right  of  the  government  to 
collect  statistics,  and  they  are   almost  wholly  free  from 
apprehensions  regarding  the  use  to  be  made  of  the  infor- 
mation by  them  given.*    Conditions  like  these  distinguish 
our  people  widely  from  the  population  of  any  other  con- 
siderable country  in  the  world,  in  respect  to  their  fitness 
for  such  an   enumeration.     What  an  American  doesn't 
know  about  his  own  farm,  or,  for  that  matter,  his  neigh- 
bor's, too,  is  not  worth  knowing ;  and  all  he  knows  he  is 
perfectly  willing  to  tell.     It  follows  from   this  that  the 
statistics  of  agriculture,  in   the   American   census  since 
1850,  have  been  of  a  very  high  order.     Where  a  crop  is 
cultivated  only  now  and  then,  and  that  on  a  small  scale, 
it  is  not  unlikely  to  be  overlooked  in  a  certain  proportion 
of  cases ;  but,  in  regard  to  the  main  crops  of  each  district, 

*  I  cannot  remember  ever  to  have  obeerred  any  effects,  in  the  statistics  of 
afirricolture,  of  a  fear  that  the  facts  disclosed  might  be  used  for  taacatioii. 
Possibly,  the  statements  regarding  the  value  of  farms  may,  in  some  degree, 
have  been  affected  by  such  a  consideration. 
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the  statements  are,  in  general,  very  near  the  truth.  The 
effect  of  the  tabulation  and  compilation  of  several  mill- 
ions of  farms  in  a  census  of  the  United  States  is  to  give 
a  remarkably  just  account  of  our  agriculture,  as  a  whole, 
and  of  the  resources  and  productions  of  each  section, 
State,  and  county  by  turns.  The  statistics  of  agriculture 
obtained  every  tenth  year  by  the  census  are  used  as  a 
basis  for  the  computations  of  the  Department  of  Agri- 
culture, with  reference  to  the  intermediate  years.  These 
computations,  made  by  trained  statisticians  after  con-e- 
spondence  with  some  thousands  of  local  reporters,  are 
usually  very  satisfactory  during  the  earlier  years  of  the 
decade.  As  the  reference  to  the  census  becomes  more 
laborious  and  less  confident  through  the  lapse  of  time,  the 
estimates  of  the  Agricultural  Department  become  liable  to 
a  wider  range  of  error.  Could  a  canvass  of  the  agricult- 
ural interest  be  made  in  connection  with  the  enumeration 
of  population,  once  in  five  years,  the  people  of  the  United 
States  would  be  better  informed  regarding  that  interest 
than  the  people  of  any  other  country  in  the  world. 

The  chief  statistical  branch  which,  under  such  a  change 
of  scheme  as  is  suggested,  would  be  detached  from  the 
census  is  that  which  relates  to  manufactures.  Theoreti- 
cally, the  manufacturing  schedule  has  always  embraced 
the  products  of  artisans  working  singly  at  their  trades, 
and  of  the  small  carpenter's,  blacksmith's,  and  wheel- 
'wright's  shop,  whether  found  at  the  cross-roads  or  in  a 
shed  attached  to  house  or  barn.  As  a  matter  of  fact,  the 
canvass  of  manufactures  has  at  no  time  reached  more 
than  a  small  proportion  of  the  productions  of  this  classr; 
and  the  tables  of  manufactures  would  be  more  symmet- 
rical and  less  likely  to  create  a  false  impression  if  these 
small  "neighborhood  industries"  were  in  no  case  included 
as  having  been  obtained  by  direct  returns,  but,  on  the 
contrary,  were  all  to  be  estimated  as  a  whole  on  the  basis 
of  the  reported  ''occupations  of  the  people,"  upon  the 
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population  schedule,  after  careful  inquiry  as  to  the  rates 
of  wages  prevailing  in  these  hand-trades  in  the  several 
sections. 

Thus  to  withdraw  from  the  shop-to-shop  canvass  of 
manufactures  the  small  neighborhood  industries,  would 
be  to  take  away  all  the  reason  which  ever  has  existed  for 
connecting  with  the  census  this  class  of  statistics.  The 
facts  relating  to  the  productions  of  the  large  city,  of  the 
considerable  town,  or  of  the  village  clustered  around  the 
single  mill  or  factory,  could  in  all  respects  be  as  well,  and 
in  some  respects  be  better,  obtained  aside  from  the  gen- 
eral enumeration  of  the  people  ;  while  the  central  office  at 
Washington  could  both  prepare  more  intelligently  for  the 
canvass,  and  more  deliberately  and  critically  discuss  and 
compile  the  returns,  if  this  work  were  to  be  undertaken 
after  the  tremendous  pressure  of  the  quinquennial  or  de- 
cennial census  were  altogether  or  mainly  passed.  Whether 
the  effort  should  be  made  to  obtain  the  statistics  of  all 
branches  of  manufactures  as  of  the  same  date,  or  each 
great  branch  should  be  taken  up  by  itself  and  treated  as 
it  best  could  under  its  own  conditions  and  with  reference 
to  its  own  times  and  seasons,  is  a  question  requiring  care- 
ful consideration, —  a  question  to  which,  perhaps,  answer 
could  best  be  given  through  the  results  of  trial.  Which- 
ever way  that  question  were  decided,  the  present  writer 
entertains  no  doubt  that  the  knowledge  to  be  gained  re- 
garding these  great  and  growing  interests,  through  inves- 
tigations set  on  foot,  during  the  intervals  of  the  general 
census,  by  a  statistician  of  the  intelligence,  energy,  and 
prudence  of  the  present  head  of  the  national  Bureau  of 
the  Statistics  of  Labor,*  would  be  far  larger  and  far  more 
accurate  than  all  which  it  can  be  hoped  to  attain  through 
a  hurried  enumeration,  conducted  in  connection  with  the 
count  of  population. 

The  only  reason  that  could  be  adduced  for  taking  the 
statistics  of  manufactures  coincidently  with  those  of  popu- 

*Hon.  CanoU  D.  Wright. 
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lation  would  be  found  in  the  supposed  advantage  of  com- 
paring the  statistics  of  product  directly  with  the  numbers 
of  the  people,  whether  in  the  country,  as  a  whole,  or 
within  each  section.  State,  or  city;  but  the  loss  of  the 
advantages  of  such  comparison  would  be  more  than  com- 
pensated by  a  slight  degree  of  improvement  in  the  manu- 
facturing statistics  themselves.  Moreover,  it  would  gen- 
erally be  practicable,  within  five  years  after  an  exact 
enumeration,  to  compute  the  population  of  the  country, 
at  any  given  time,  to  within  one  per  cent. ;  always  prac- 
ticable to  make  that  computation  to  within  two  per  cent. 
Now,  if  comparison  were,  for  any  purpose,  to  be  made 
between  population  and  manufacturing  product,  a  differ- 
ence of  one  or  two  per  cent,  in  the  former  element  would 
be  of  no  consequence.  No  one  would  presume  to  reach 
any  theoretical  conclusion,  or  to  propose  any  practical 
measures,  regarding  industry  or  trade  or  taxation  or  the 
tariff,  upon  a  distinction  so  fine.  Indeed,  a  statistician 
would  scarcely  maintain  that  the  statistics  of  manufactures 
themselves  could,  as  a  whole,  be  made  accurate  within  five 
per  cent.,  although  in  single  departments  of  industry, 
where  production  is  highly  concentrated,  a  greater  degree 
of  exactness  may  be  attained. 

Of  the  numerous  subjects  to  which  the  central  statisti- 
cal office  might  apply  itself  in  the  intervals  of  the  national 
census — namely,  wealth,  taxation,  and  local  public  indebt- 
edness ;  telegraphs,  railroads,  and  internal  commerce  ;  the 
lumbering,  quarrying,  and  mining  interests ;  the  fisher- 
ies, newspapers,  and  periodicals;  schools,  libraries,  and 
churches;  hospitals,  asylums,  workhouses,  reformatories, 
and  other  institutions  for  the  afflicted,  defective,  depend- 
ent, and  delinquent  classes, —  of  these  and  other  subjects, 
both  old  and  new,  of  statistical  investigation,  it  is  not 
necessary  to  speak  here  at  any  length.  If  the  Census 
Office,  emerging  from  the  storm  of  schedules  falling  upon 
it  by  the  million,  relating  to  population  and  agricult- 
ure, were  given  both  authority  and  means  to  undertake 
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investigations  like  these,  there  would  be  little  difficulty  in 
determining  their  order  of  succession  or  the  relative  im- 
portance to  be  assigned  to  each ;  and  though  to  digest  the 
schedules  of  interrogatories  relating  to  any  one  of  these 
subjects,  and  to  prepare  the  scheme  for  its  canvass,  would 
be  a  work  requiring  much  discretion  and  great  labor,  the 
results,  in  competent  hands,  would  be  certain  to  exceed  in 
value  those  which  it  is  possible  to  obtain  under  the  exist- 
ing system.  Nor  need  the  expense  of  a  service  thus  pro- 
tracted through  the  intervals  of  the  national  census  be 
greater  than  the  cost  of  the  less  ample  and  adequate  sta- 
tistics now  obtained.  There  is  great  loss,  both  of  econ- 
omy and  of  efficiency,  in  suddenly  gathering  together  an 
army  of  statistical  clerks,  and  as  suddenly  disbanding 
them  when  they  have  acquired  a  large  measure  of  skill 
and  technical  knowledge. 

There  is  one  class  of  statistics  now  taken  in  the  census 
to  which  in  these  later  pages  no  reference  has  been  made ; 
namely,  those  relating  to  deaths  and  the  causes  of  death. 
By  the  census  law  of  1850,  a  mortality  schedule  was 
placed  in  the  hands  of  the  assistant  marshals ;  and  it  was 
sought  to  recover  the  facts  of  death  for  the  twelve  months 
preceding  the  enumeration.  That  effort  has  been  con- 
tinued through  each  successive  enumeration  to  the  pres- 
ent time ;  but  the  results  have  never  been  satisfactory,  and 
tlie  changes  palpably  taking  place  in  our  domestic  life  are 
continually  rendering  it  more  and  more  difficult  to  com- 
pass the  object  sought.  It  requires  a  very  considerable 
efifort  to  bring  the  number  of  deaths  reported  up  to 
seventy  per  cent,  of  those  actually  occurring  during  the 
year.  Nor  do  the  omissions  take  place  with  such  uni- 
formity as  to  allow  the  results  to  represent,  even  approxi- 
mately, the  relative  mortality  of  the  different  sections.  In 
some  stages  of  settlement  and  under  some  conditions  of 
domestic  life, —  e.g,^  in  the  older  agricultural  communities, 
—  comparatively  few  deaths  escape  notice.  In  other  com- 
munities, especially  along  the  frontier  or  among  mining. 
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lumbering,  and  grazing  populations,  the  rate  of  omission 
far  exceeds  the  average.  Under  these  circumstances,  the 
only  value  which  the  mortality  returns  of  the  census  have 
ever  possessed  was  through  affording  some  rude  means  for 
computing  the  viability  of  the  two  sexes  and  their  respec- 
tive liability  to  certain  forms  of  disease;  of  doing  the 
same  thing,  but  even  more  incompletely,  regarding  the 
several  main  elements  of  population,  as  white  or  colored, 
native  or  foreign ;  of  outlining,  though  very  imperfectly, 
the  disease-characteristics  of  the  several  sections  of  the 
country;  and,  lastly,  of  affording  to  the  medical  profes- 
sion some  technical  information,  very  doubtful  in  ita 
nature,  if  taken  without  discrimination,  yet  capable  of 
yielding,  under  a  severely  critical  treatment,  matter  not 
without  interest  and  instruction.  The  mortality  returns 
of  the  census  have  never  been  suflBciently  complete  to 
allow  an  approximate  life-table  of  the  United  States  to  be 
constructed,  or  to  permit  comparisons  as  to  their  respec- 
tive death-rates  between  States  and  sections.  The  present 
writer  would  hesitate  to  say  that  it  is  not  worth  while  to 
continue  to  collect  mortality  statistics  in  the  census,  pro- 
vided nothing  is  to  be  substituted  therefor.  Ten  years 
ago,  he  would  not  have  scrupled  to  say  this ;  but  the  mas- 
terly treatment  of  the  returns  of  deaths  at  the  Tenth 
Census,  by  Dr.  John  S.  Billings,  of  the  regular  army,  with 
the  public-spirited  co-operation  of  nearly  thirty  thousand 
physicians  throughout  the  country,  has  established  the 
possibility  of  securing  results  of  high  value  from  data 
so  fragmentary,  incomplete,  and  often  inaccurate  as  those 
which  this  canvass  brings  into  the  Census  Office.  Yet 
there  seems  little  reason  to  doubt  that  by  more  appropri- 
ate agencies,  created  for  this  special  purpose,  statistics 
much  more  worthy  of  the  country,  much  more  useful  to 
the  medical  profession  and  to  the  life  insurance  interest, 
could  be  obtained,  although  nothing  short  of  universal, 
compulsory  registration  of  all  deaths,  under  severe  pen- 
alties for  non-compliance,  will  put  the  United  States  on 
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the  level  of  any  other  highly  civilized  nation  in  respect 
to  information  regarding  the  conditions  of  human  life. 
After  all  is  said,  I  think  it  must  be  conceded  that  the  one 
class  of  statistics,  among  the  many  put  upon  the  census 
since  its  first  institution,  which  least  fully  justifies  itself, 
is  that  now  under  consideration. 

Administratively  speaking,  the  changes  above  proposed 
in  the  statistical  service  of  the  United  States  would  be  ex- 
ceedingly simple.  The  Census  Office  has  expired  by  limi- 
tation of  law.  Instead  of  reviving  it  in  1888  or  1889,  let 
the  taking  of  the  eleventh  census  be  charged  upon  the 
existing  Bureau  of  the  Statistics  of  Labor,  in  the  Depart- 
ment of  the  Interior,  —the  department  which,  since  and 
including  1850,  has  had  supervision  of  this  work.  If  pos- 
sible, let  the  census  period  be  reduced  to  five  years ;  *  but 
this  is  not  of  the  essence  of  the  proposed  change.*  Let  the 
law  designate  the  inquiries  which  shall  be  made  as  of  date 
June  1, 1890.  These  will  of  course  embrace  those  found 
traditionally  on  the  population  schedule, —  namely,  age, 
sex,  color,  place  of  birth,  occupation,  parent-nativity,  illit- 
eracy, etc. ;  probably,  also,  those  relating  to  agriculture ; 
possibly,  also,  some  other  minor  subjects,  if  good  reason 
shall  be  shown  to  exist  therefor.  Let  the  character  and 
scope  of  the  statistical  investigations  to  be  set  on  foot  f  in 
the  intervals  between  the  successive  enumerations  of  the 

*  The  provision  of  the  census  law  of  March  3,  1879,  intended  to  encourage 
and  assist  the  several  States  to  take  censuses  for  themselves,  at  a  date  inter- 
mediate between  the  United  States  enumerations,  proved  a  failure. 

t  As  the  one  upon  whose  recommendation,  largely,  the  provision  for  the 
appointment  of  special  agents  and  experts  was  incorporated  in  the  census  law 
of  1871),  and  as  the  one  who  had  the  initiative  in  regard  to  the  appointments 
actually  made  under  that  authority  at  the  Tenth  Census,  I  desire  frankly 
to  say  that,  while  many  noble  results  were  obtained  in  this  way  between  1880 
and  188.3,  which  otherwise  could  not  have  been  obtained  at  all,  or  only  with 
greatly  diminished  value,  this  feature  of  the  existing  law  should  undergo  care- 
ful revision  in  a  highly  conservative  spirit.  The  Census  Office  should  still,  in 
my  judgment,  be  authorized  to  employ  special  agents ;  but  the  number  of  such 
officers  and  the  term  of  their  appointment  should  be  limited.  I  think  that  this 
agency  would  be  equally  weU  used,  with  less  liability  to  abuse,  within  more 
definite  restrictions. —  r.  A.  w. 
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people  be  duly  indicated ;  but  let  the  dates  at  which  these 
shall  be  severally  undertaken  be  left,  at  least  within  con- 
siderable limits  of  time,  to  the  officers  charged  with  the 
service.  Let  the  aggregate  amount  which  shall  be  ex- 
pended upon  all  the  work  of  the  census  during  the  decen- 
nial or  quinquennial  period  be,  after  full  consideration  and 
free  conference,  fixed  in  the  law ;  but  let  the  application  of 
this  amount  to  the  several  branches  of  the  service  be  left 
to  the  department  or  bureau  concerned.  By  this  arrange- 
ment, the  Census  Office  will  have  means  enough,  beyond 
all  question  or  apprehension,  for  carrying  out  the  main 
canvass, — that  relating  to  population  and  agriculture, — 
and  at  the  same  time  will  be  under  strong  incentives  to 
enforce  all  reasonable  economies,  since,  the  more  is  saved 
from  that  canvass,  the  more  will  be  left  for  carrying  out 
the  statistical  work  of  the  remaining  years.  In  this  way, 
with  a  liberal  appropriation  in  the  first  instance,  all  danger 
of  deficiencies  will  be  avoided.  The  Census  Office,  setting 
on  foot  the  several  inquiries  one  after  another,  can  cut  its 
coat  according  to  its  cloth :  whereas,  if  all  the  multitudi- 
nous investigations  are  to  be  begun  at  once,  it  will  be 
beyond  any  man's  wisdom  to  provide  that  they  shall  all 
come  out  complete  within  a  predetermined  amount,  unless, 
indeed,  that  amount  be  fixed  very  high. 

Nor  do  I  see  that  any  political  perplexity  or  difficulty 
would  be  encountered  in  the  proposed  change.  To  charge 
the  work  of  the  census  upon  an  existing  bureau  of  the 
Department  of  the  Interior,  instead  of  creating  a  new 
bureau  or  reviving  an  old  one,  certainly  raises  no  consti- 
tutional or  political  question.  To  assign  different  dates 
to  the  several  minor  mattei's  of  enumeration  is  fully 
^vithin  the  competence  of  Congress,  if  that  body  has  the 
authority  to  direct  the  collection  of  any  statistics  other 
than  those  of  population ;  and,  in  this  connection,  it  is 
well  enough  to  call  attention  to  the  fact  that  the  attempt 
to  obtain  the  facts  relating  to  manufactures  goes  back  to 
1810,  when  Jefferson,  Madison,  and   Gallatin  were   the 
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great  lights  of  the  dominant  party,  was  repeated  in  1820, 
under  Monroe,  and  again  in  1840,  under  Van  Buren. 

That  the  present  important  work  of  the  Bureau  of  Sta- 
tistics of  Labor  would  not  suffer  injury  by  the  imposi- 
tion of  even  so  large  a  body  of  new  duties  will,  I  think, 
appear  when  one  considers  how  closely  and  intimately 
the  two  services  are  related;  how  directly  the  experience 
acquired  in  either  would  prepare  its  officers  for  taking  up 
the  other ;  how  immediately  the  material'  gathered  in  one 
branch  of  investigation  —  e.ff.j  the  facts,  the  names,  the  ad- 
dresses— would  be  found  useful  in  facilitating  the  arrange- 
ments for  and  the  conduct  of  the  other.  This  is  not  a 
case  where  to  widen  is  to  weaken,  where  to  increase  the 
scope  of  a  service  is  to  diminish  its  efficiency.  Given  only 
adequate  means  and  high  executive  ability,  both  classes 
of  work,  each  for  itself,  should  be  better  done  by  reason 
of  the  conjunction. 

Of  course,  if  political  or  practical  reasons  are  found  to 
forbid  the  changes  in  organization  or  method  herein  rec- 
ommended, nothing  remains  to  be  done  but  to  modify  the 
Act  of  1879,  so  far  as  experience  may  have  shown  this  to 
be  necessary,  and  to  apply  it,  with  a  view  to  the  best 
results,  in  the  approaching  enumeration.  That  law 
effected  a  vast,  an  unspeakable  improvement  upon  pre- 
ceding census  legislation.  For  the  first  time,  it  gave  the 
central  office  at  Washington  adequate  authority  over  the 
arrangements  for  taking  the  census,  and  over  the  enumer- 
ation while  in  progress.  For  the  first  time,  it  provided 
the  proper  local  control  and  inspection  of  the  delicate  and 
difficult  work  of  enumeration,  through  the  appointment  of 
one  hundred  and  fifty  district  supervisors,  chosen  with 
reference  to  this  duty,  charged  with  this  alone,  and 
directly  responsible  to  the  central  office,  in  place  of  the 
marshals  of  the  United  States  courts, —  officers  who  had 
been  previously  chosen  with  reference  to  altogether  differ- 
ent duties,  who  were  already  overburdened  with  cares  and 
responsibilities  of   the   most   urgent   character  and  of  a 
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widely  diverse  nature,  and  who,  strangely  enough,  be- 
longed to  a  different  department  of  the  government  from 
that  to  which  the  census  was,  by  the  Act  of  1850,  com- 
mitted. In  place  of  the  large  and  unwieldy  enumeration 
districts,  previously  existing,  with  the  greater  portion  of 
which  the  enumerators  were,  by  the  necessity  of  the  case, 
unfamiliar,  the  Act  of  1879  limited  the  districts  to  a  size 
which  practically  secured  the  result  that  each  enumerator 
should  be  acquainted,  in  advance,  with  the  ground  he  was 
to  traverse, —  its  highways  and  byways,  its  most  secluded 
valleys  and  its  remotest  clearings;  should  be  known  to 
the  inhabitants  and  known  by  them,  an  element  of  the 
greatest  importance  in  securing  official  responsibility. 

The  long  forward  step  taken  in  the  Act  of  1879  can 
never  be  retraced,  nor  does  the  present  writer  believe 
that  the  loose  talk  heard  in  many  quarters  about  carrjring 
the  census  back  to  its  original  Constitutional  function,  ex- 
presses the  real  purpose  of  any  considerable  number  of 
intelligent  citizens.  What  the  country  wants  is  more 
information,  not  less. 

There  never  was  a  time  when  the  demand  for  statistics 
was  everywhere  so  great  as  at  present.  Even  the  trouble- 
some and  pestilent  criticisms  and  attacks,  which  every 
feature  of  our  official  reports  now  undergoes,  represent 
chiefly  the  widening  and  deepening  of  the  public  interest 
in  the  results  of  the  enumeration,  although  the  zeal  so 
displayed  is  not  always  according  to  knowledge,  nor  is 
the  spirit  manifested  always  that  of  charity  or  candor. 
If  the  number  of  persons  competent  to  criticise  intelli- 
gently at  least  some  one  considerable  portion  of  the 
census  be  ten  times  as  great  as  it  was,  say,  twenty-five 
years  ago, — and  I  have  no  doubt  that  this  is  the  case, — 
the  number  of  those  who,  while  not  experts  in  statistics, 
are  yet  capable  of  making  intelligent  use  of  some  integral 
part  of  what  the  census  may  declare,  is  at  least  twenty 
times  as  great.  Moreover,  at  the  present  time,  instead  of 
the  great  majority  of  citizens,  even  among  the  reading  and 
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thinking  -classes,  neither  knowing  nor  caring  to  know 
what  the  census  has  to  tell,  we  find  nearly  the  whole 
body  of  our  people  actively  and  eagerly  interested  in  the 
results  of  a  national  enumeration.  It  is  safe  to  say  that 
at  the  census  of  1880  there  were  a  hundred  demands  for 
early  information  to  one  in  1870. 

Nor  are  we  confined  to  this  fact  alone  for  proof  of  the 
assertion  above  made.  The  issues  of  the  newspaper  press 
of  to-day  fairly  bristle  with  figures.  The  able  and  astute 
managers  of  these  great  public  organs  are  not  acting 
vainly  or  lightly  in  this  matter.  They  well  know  the  in- 
terest which  their  vast  constituencies  feel  in  the  statistics 
which  reveal  the  social  and  industrial  progress  of  the 
nation.  Whether  editors  or  Congressmen  make  the  freer 
use  of  statistics  may  well  be  a  matter  of  doubt. 

Whether  one  compares  the  American  newspaper  of 
to-day  with  that  of  a  former  period  in  this  respect,  or  com- 
pares the  Record  of  the  Fiftieth  Congress  with  the  Qlohe 
of  the  Fortieth  as  to  the  number  and  extent  of  statistical 
tables  now  and  then  ;  or  compares  the  public  lectures  and 
addresses  of  our  time  with  those  of  the  ante-helium  age ; 
or  notes  the  large  space  devoted  to  political  and  social  sci- 
ence in  our  universities  and  colleges  and  even  in  our  high 
schools,  in  contrast  with  the  utter  blank  in  this  department 
of  their  old  catalogues ;  or  studies  the  proceedings  of  com- 
mercial conventions  or  manufacturing  associations, —  he 
finds  everywhere  the  proofs  of  a  rapidly  rising,  fast  ad- 
vancing interest  in  statistical  matters.  To  suppose  that 
at  such  a  time  the  United  States  —  which  has,  almost  from 
its  beginnings,  occupied  the  first  place  among  the  nations 
of  the  earth  as  to  the  extent  and  variety  of  its  statistics, 
except  only  those  relating  to  births  and  deaths  —  is  to  fall 
back  from  its  high  place  and  surrender  ground  to  the 
advocates,  if  such  there  be,  of  political  ignorance,  is  to 
assume   that  a  large   effect  will  be  produced  without  a 

cause. 

Francis  A.  Walkeb. 
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THE  WORKINGS   OF    THE    INTERSTATE  COM- 
MERCE  LAW. 


The  career  of  the  Interstate  Commerce  Commission  has 
been  equally  remarkable  whether  looked  at  as  a  matter 
of  history,  of  law,  or  of  political  economy.  Its  work  has 
been  a  surprise  both  to  its  advocates  and  its  opponents. 
Instead  of  being  an  administrative  body  whose  chief  duty 
it  was  to  suspend  the  operation  of  certain  sections  of  a 
particular  statute,  it  has  given  a  series  of  judicial  decisions 
which  are  read  and  quoted  as  authority, —  not  on  the 
meaning  of  the  Intersta^  Commerce  Act  only,  but  on 
general  questions  of  transportation.  Never,  perhaps,  has 
an  important  body  of  new  law  been  so  rapidly  created 
and  so  generally  obeyed.  The  authority  of  the  Interstate 
Commerce  Commission  was  as  indefinite  as  that  of  the 
English  Commission  established  in  1878,  and  its  depart- 
ure from  accepted  legal  traditions  has  been  much  wider. 
Yet  the  American  Commission  has  done  more  work  in 
making  and  settling  questions  of  law  in  seven  months 
than  was  accomplished  by  the  English  Commission  in 
twice  that  number  of  years.  A  really  sound  principle, 
uttered  by  a  public  authority  which  commands  respect, 
becomes  law  with  surprising  ease.  A  false  principle, 
however  often  repeated,  is  evaded  and  nullified. 

he  Interstate  Commerce  Act,  as  finally  passed,  .eon- 
tained  four  sets  of  provisions:  1.  A  reaffirmation  of  the 
common-law  doctrine  of  equality  of  treatment,  with  cer- 
tain special  provisions  as  to  publicity  and  stability  of 
rates,  which  should  aid  in  securing  such  equality ;  2.  The 
prohibition  of  a  greater  aggregate  charge  to  or  from  an 
intermediate  point  than  for  the  whole  through  route,— 
the  so-called  Short  Haul  Clause ;   8.  The  prohibition  of 
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pools;  4.  The  establishmeut  of  a  Commission  to  aid  in 
enforcing  the  law,  but  with  power  to  suspend  the  execu- 
tion of  the  Short  Haul  Clause  in  certain  cases^^^ 

The  general  provisions  against  discrimination  Vere  ac- 
cepted almost  without  debate.  They  simply  afiSrmed 
some  of  the  most  elementary  principles  of  justice,  whose 
violation  by  short-sighted  officials  had  given  force  to  the 
public  demand  for  railroad  regulation.  The  railroad  com- 
panies themselves  did  not  oppose  these  sections.  The 
better  class  of  railroad  managers  and  agents  really  de- 
sired to  see  these  most  serious  abuses  stopped ;  the  worst 
class  rejoiced  in  the  belief  that  this  section  of  the  law 
would  be  practically  inoperative ;  while  the  average  rail- 
road man,  who  was  neither  better  nor  worse  than  his 
fellows,  was  quite  content  to  concede  this  measure  of 
restriction  and  this  amount  of  authority  to  the  United 
States  courts,  lest  a  worse  thing  should  befall  him.  These 
sections,  therefore,  met  with  little  opposition.  Some  com- 
plaint was  made  with  regard  to  the  enforced  publicity 
and  stability  of  rates,  but  it  was  not  a  ground  of  serious 
opposition  to  the  bill. 

The  short-haul  clause  attracted  far  more  attention. 
Tliis  was  no  mere  general  restatement  of  common-law 
principles,  but  involved  a  specific  prohibition  of  a  certain 
form  of  local  discrimination.  It  had  been  Mr.  Reagan's 
intention  to  make  this  exceedingly  stringent,  and  force 
the  railroads  to  a  system  of  charges  which  should  not 
vary  veiy  greatly  from  equal  mileage  rates.  The  Senate 
bill,  on  the  other  hand,  was  so  much  milder  in  its  require- 
ments that  comparatively  few  of  the  railroad  tariffs  would 
have  been  seriously  affected  by  it.  No  real  compromise 
was  possible  between  such  divergent  opinions.  It  was, 
however,  possible  so  to  modify  the  phraseology  of  the 
Senate  bill  as  to  give  color  to  a  more  stringent  interpre- 
tation than  that  which  was  really  intended.  This  was 
what  was  actually  done.     Fearing  that  they  could  not 
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command  a  majority  for  any  really  definite  provision  on 
this  head,  the  conference  committee  approved  an  indefi- 
nite one,  which  Mr.  CuUom  interpreted  in  one  way,  but 
which  Mr.  Reagan,  with  equal  confidence,  explained  as 
meaning  something  entirely  different. 

The  clause  against  pools  was,  in  some  sense,  foreign  to 
the  general  tenor  of  the  bill.  Pools  had  been  a  means 
employed  by  the  railroads  for  checking  to  a  considerable 
extent  those  discriminations  which  the  bUl  was  designed 
to  prevent.  It  is  probable  that  those  advocates  of  the 
House  bill  who  thought  about  the  matter  at  all,  and  did 
not  vote  from  a  general  sentiment  of  distrust  of  the  rail- 
roads, feared  that,  if  pools  were  permitted,  the  railroads 
would  comply  with  the  requirements  of  the  law  by  level- 
ling up  their  through  rates  rather  than  by  levelling  down  at 
intermediate  points.  They  desired  and  expected  that  the 
law  should  produce  a  reduction  in  rates,  and  feared  that 
pools  might  be  used  to  defeat  that  end.  When  forced  to 
yield  their  point  with  regard  to  the  Commission,  the  advo- 
cates of  radical  measures  were  able  to  insist  all  the  more 
strongly  on  the  clause  against  pooling. 

The  provisions  with  regard  to  the  Commission  originated 
with  the  Senate  committee.  Mr.  Reagan  and  the  majority 
of  his  colleagues  in  the  House  were  opposed  to  them.  It 
was  thought  that  such  a  Commission,  with  discretionary 
power  to  suspend  the  operation  of  certain  sections  of  the 
Act,  might  readily  make  it  a  dead  letter.  At  any  rate,  it 
would  deprive  the  law,  in  the  eyes  of  the  railroads,  of 
some  of  its  most  obnoxious  features.  This  was  why  Mr. 
Reagan  opposed  it  and  why  Mr.  Cullom  advocated  it. 
The  subsequent  history  of  the  Commission  has  been  quite 
different  from  the  expectation  of  either  party. 

Every  one  supposed  that  the  duties  of  the  Commission 
would  be  largely  of  a  negative  character.  They  had  the 
power  to  suspend  one  section  of  the  Act  which  was  re- 
garded as  specially  dangerous.     In  the  debates  on  the  Act, 
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this  power  had  been  treated  as  the  really  essential  thing 
about  the  Commission.  It  was  on  account  of  the  posses- 
sion of  this  power  that  it  was  advocated  by  some  men  and 
opposed  by  others;  while  those  who  were  neither  active 
in  support  nor  in  opposition  were  inclined  to  regard  the 
Commission  as  a  sort  of  buffer,  which  was  to  prevent  the 
collision  between  the  law  and  the  i^ailroads  from  becoming 
too  violent.  On  the  whole,  its  creation  was  regarded  as 
rather  a  favor  to  the  railroads.  The  first  important  acts 
of  the  Commission  tended  to  confirm  this  impression.  The 
applications  of  the  Southern  and  other  railroad  systems 
for  a  suspension  of  the  Act  were  granted, —  for  a  limited 
time  only,  but,  nevertheless,  in  so  indiscriminate  a  fashion 
as  to  give  color  to  the  idea  that  the  law  would  become  a 
dead  letter. 

Impartial  observers  were  generally  disappointed.  Even 
those  who  disbelieved  in  the  wisdom  of  the  short-haul 
clause,  and  who  had  the  utmost  confidence  in  Judge 
Cooley  and  his  associates,  did  not  hesitate  to  express  their 
dissent  from  the  policy  thus  adopted.  But  they  did  the 
Commission  injustice.  The  Commissioners  did  not  for  a 
moment  ttiink  of  making  these  temporary  suspensions  per- 
manent. They  gave  them  their  general  and  sweeping 
character,  in  order  that  no  one  might  regard  them  as  a 
precedent  for  final  action.  From  the  Report  of  the  Com- 
mission, it  appears  that  they  were,  at  the  outset,  substan- 
tially agreed  upon  the  line  of  policy  which  they  finally 
adopted,  but  that  they  deemed  it  wise  to  make  these  tem- 
porary suspensions :  first,  because  they  did  not  like  to  utter 
a  final  opinion  without  fuller  opportunity  to  hear  the 
evidence  on  both  sides ;  and,  second,  in  order  that  the  rail- 
roads and  the  shippers  of  the  country  might  have  more 
time  to  adjust  themselves  to  the  new  law  without  violent 
disturbance. 

If  any  persons  thought  that  the  Commissioners  intended 
to  make  the  law  a  dead  letter,  they  were  soon  undeceived, 
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— long  before  the  definite  opinion  was  rendered.  In  a 
hearing  at  New  Orleans,  one  of  the  witnesses  presented 
an  elaborate  argument  to  the  Commission,  showing  the 
unwisdom  of  the  law.  To  this  Judge  Cooley,  speaking 
for  the  Commissioners,  declined  to  listen.  The  witness 
urged  that  his  idea  was  to  show  that  the  enforcement  of 
the  law  was  unwise,  and  that  it  should  be  suspended  under 
the  discretionary  power  of  the  Commission.  The  reply  of 
Judge  Cooley  was  as  follows:  — 

We  have  no  such  dlBcretionary  pOwer  whatever,  to  suspend  this 
law  or  any  other  law.  This  law  provides  that  in  exceptional  cases 
we  may  make  an  order,  but  the  question  is  whether  an  exceptional 
case  is  shown.  The  petitioners  before  us  think  that  by  their  peti- 
tions they  have  shown  such  a  case,  and  we  are  ready  to  hear  your  evi- 
dence, or  the  evidence  of  any  other  person  tending  to  show  the  excep- 
tion ;  but  you  produce  nothing  so  far,  in  argument  or  otherwise,  that 
tends  to  show  an  exception.  On  the  other  hand,  all  that  you  show 
tends  to  support  the  proposition  that  the  law  is  in  itself  unwise.  We 
have  no  business  to  assume  that,  and  we  do  not  expect  to  assume  it 
under  any  circumstances. ...  It  is  a  part  of  the  law  itself,  however, 
that  under  certain  circumstances  we  may  make  exceptions ;  but,  in 
order  to  entitle  us  to  make  the  exceptions,  there  must  be  some  show- 
ing, first  by  petition  and  then  by  evidence,  that  the  exceptional  case 
does  exist. 

When  the  Commissioners  finally  rendered  an  opinion 
(June  15, 1887,  In  re  Louisville  and  Nashville^  1  Inter- 
state Commerce  Reports,  31),  they  still  further  narrowed 
the  range  of  probable  exceptions.  They  call  attention  to 
the  fact  that  in  the  bill  as  originally  drafted  by  the  Senate 
committee  there  was  a  somewhat  stringent  provision  with 
regard  to  rates,  combined  with  more  general  powers  for 
the  Commission  to  grant  relieving  orders ;  but  that,  in  the 
bill  as  modified  and  finally  adopted,  not  merely  were  the 
powers  of  the  Commission  narrowed,  but  the  law  itself 
was  also  considerably  changed  by  the  introduction  of  the 
phrase  "\mder  substantially  similar  circumstances  and 
conditions."     "After  mature  consideration,"  says   Judge 
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Cooley,  "  we  are  satisfied  that  the  statute  does  not  require 
that  the  Commission  shall  prescribe  in  every  instanoe  the 
exceptional  case,  and  grant  its  order  for  relief  before  the 
carrier  is  at  liberty  in  its  tarifis  to  depart  from  the  general 
rule."  In  developing  this  idea,  the  Commissioners  clearly 
foreshadowed  the  lines  of  their  subsequent  policy.  The 
effect  of  this  decision  was  not  to  suspend  the  short-haul  sec- 
tion of  the  Act,  but  to  give  such  an  interpretation  to  that 
section  as  should  render  its  suspension  necessary.  They 
try  to  give  the  mildest  possible  construction,  but  the  few- 
est possible  exceptions. 

Tlie  section  in  question  reads  as  follows :  — 

Sec.  4.  That  it  shall  be  nnlawful  for  any  common  carrier  subject 
to  the  proyisions  of  this  act  to  charge  or  receive  any  greater  compen- 
sation in  the  aggregate  for  the  transportation  of  passengers,  or  of  like 
kind  of  property,  under  substantially  similar  circumstances  and  con- 
ditions, for  a  shorter  than  for  a  longer  distance  over  the  same  line, 
in  the  same  direction,  the  shorter  being  included  within  the  longer 
distance ;  but  this  shall  not  be  construed  as  authorizing  any  common 
carrier  within  the  terms  of  this  act  to  charge  and  receive  as  great 
compensation  for  a  shorter  as  for  a  longer  distance.  Provided,  how- 
ever, That  upon  application  to  the  Conmiission  appointed  under  the 
provisions  of  this  act,  such  common  carrier  may,  in  special  cases, 
after  investigation  by  the  Commission,  be  authorized  to  charge  less 
for  longer  than  for  shorter  distances  for  the  transportation  of  passen- 
gers or  property ;  and  the  Commission  may  from  time  to  time  pre- 
scribe the  extent  to  which  such  designated  common  carrier  may  be 
relieved  from  the  operation  of  this  section  of  the  act. 

The  Commission  interprets  this  section  as  follows :  — 
1.  When  the  circumstances  and  conditions  are  not  sub- 
stantially similar,  the  Act  does  not  apply.  The  railroads 
can  disregard  it  without  special  authority  from  the  Com- 
mission. 2.  Where  the  condiijjons  are  similar,  the  Commis- 
sion will  not  ordinarily  suspend  the  operation  of  the  Act. 
They  will  not  do  it  even  w^n  it  seems  to  be  for  the 
interest  of  all  parties  concerned,  unless  the  case  is  excep- 
tional, and  one   of    peculiar    hardship.     In   the   case   of 
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Vermont  State  Orange  v.  Boston  and  Lowell  (1  Interstate 
Commerce  Reports,  158),  the  low  rates  for  through  busi- 
ness were  the  only  means  by  which  that  company  could 
secure  any  share  of  the  traffic.  The  Commissioners  ad- 
mitted that  it  was  the  right  and  even  the  duty  of  the  Cen- 
tral Vermont  to  obtain  and  keep  up  a  through  business,  if 
they  could  do  so  without  violation  of  law.  They  admitted 
that  no  injustice  was  done  to  the  local  traffic.  They  were 
entirely  satisfied  that  a  large  through  business  is  essential 
to  this  line,  if  it  is  to  continue  to  be  a  useful  line  even  for 
local  business.  They  are  also  satisfied  that  the  people  of 
Vermont  are  largely  interested  in  the  low  rates  on  the 
long-haul  traffic,  and  that  the  company  cannot  afford 
to  reduce  the  rates  on  the  local  traffic.  Nevertheless,  they 
regard  the  low  through  rates  as  a  violation  of  the  law,  and 
do  not  consider  the  case  as  sufficiently  exceptional  to  jus- 
tify them  in  suspending  the  operation  of  the  Act.  They 
refuse  to  make  such  suspension  where  it  is  in  some  sense 
both  just  and  necessary,  because  the  case  is  not  excep- 
tional. Congress  has  passed  a  law  which  will  affect  many 
interests  adversely ;  but,  having  passed  it.  Congress  pre- 
sumably intends  that  it  shall  not  be  generally  suspended, 
but  generally  obeyed. 

But  what  constitutes  a  dissimilarity  of  circimistances 
and  conditions,  which  will  justify  the  roads  in  charging 
less  for  the  whole  route  than  for  a  part  of  it  ?  Although 
the  Commissioners  said  that  the  railroads  must  decide  this 
for  themselves,  they  also  indicated  what  sort  of  a  deci- 
sion was  likely  to  meet  with  the  approval  of  the  Commis- 
sion. The  railroads  might  make  exceptions  in  the  case  of 
competition  with  other  routes  not  subject  to  the  provisions 
of  the  Act.  In  other  words,  they  might  protect  themselves 
against  water  routes  or  against  Canadian  railroads.  But 
they  could  not  make  any  exceptions  because  of  the  supe- 
rior advantage  of  through  traffic  as  such,  even  though  it 
should  be  shown  to  be  less  expensive  to  the  carrier ;  nor 
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for  the  purpose  of  encouraging  particular  industries  or 
localities;  nor  because  the  long-haul  traffic  will  be  de- 
stroyed by  raising  rates  to  the  level  of  the  intermediate 
points. 

The  effect  of  this  interpretation  was  greatly  to  reduce 
the  importance  of  the  long  and  short  haul  clause.  Had 
Mr.  Reagan's  view  been  adopted,  and  the  railroads  forced 
to  adopt  equal  mileage  rates,  it  would  have  been  disas- 
trous to  the  business  of  the  country.  Mr.  Cullom's  milder 
interpretation,  which  simply  forbade  a  greater  aggregate 
charge  for  the  intermediate  point,  brought  the  law  into 
harmony  with  the  policy  which  the  better  managed  roads 
were  trying  to  carry  out.  And  the  definition  of  "  similar 
circumstances''  adopted  by  the  Commission  just  about 
covered  the  exceptions  which  such  roads  had  found  them- 
selves forced  to  make  in  pursuing  that  policy.  They  had 
in  many  instances  made  special  rates  which  violated  the 
short-haul  principle,  on  grounds  which  the  Commissioners 
had  pronounced  indispensable ;  but  their  tariff  rates  were 
in  general  conformity  with  it,  except  as  they  were  affected 
by  uncontrolled  water  competition.  The  weaker  roads 
were  the  only  ones  that  suffered  much,  or  found  much 
difficulty  in  conforming  to  the  requirements  of  the  Act. 
The  Commissioners  report  that  this  section  is  quite  gener- 
ally obeyed  throughout  the  North  and  East,  and  in  general 
by  the  more  powerful  corporations  passing  through  rich 
districts ;  that  the  exceptions  which  still  remain  are  chiefly 
on  the  Southern  and  Transcontinental  lines.  The  roads 
that  suffer  are  the  ones  which  must  have  a  share  of  the 
through  traffic  in  order  to  live,  and  must  make  special 
concessions  in  order  to  secure  it. 

The  difficulty  of  applying  this  section  of  the  Act  will  be 
much  diminished  if  other  transportation  agencies  besides 
railroads  be  subjected  to  its  provisions.  The  Commis- 
sioners distinctly  recommend  that  it  be  extended  to  in- 
clude express  companies,  and  suggest  that  it  might  be 
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applied  to  water  transportation  also.  Were  this  done,  the 
general  result  of  the  changed  system  of  rates  would  not 
improbably  be  to  the  distinct  advantage  of  the  railroads : 
the  only  serious  sufferers  would  be  the  minor  distributing 
centres,  which  would  be  deprived  of  some  of  the  special 
advantages  that  they  have  hitherto  enjoyed. 

But,  while  the  conflict  between  the  short-haul  clause 
and  the  practice  of  the  better  railroads  was  thus  rendered 
less  sharp  than  had  been  expected,  the  general  sections, 
against  discrimination  were  applied  with  a  vigor  which 
surprised  every  one. 

When  the  Act  was  first  passed,  the  railroads  made  a 
strong  and,  on  the  whole,  surprisingly  successful  effort  to 
do  away  with  personal  discrimination  in  some  of  its  worst 
forms.  They  had  abolished  the  free-pass  system  in  so 
thorough-going  a  fashion  as  to  produce  no  little  outcry 
from  those  people  who  thought  they  had  a  prescriptive 
right  to  travel  without  paying  for  it.  They  had  termi- 
nated their  contracts  with  individual  shippers  so  generally 
as  greatly  to  surprise  those  observers  who  knew  how 
deeply  rooted  was  the  system  in  the  railroad  practice  of 
the  country.  Direct,  personal  discriminations  in  rates 
almost  ceased :  where  the  law  was  violated  in  this  respect, 
it  was  by  false  description  of  goods,  false  weight  or  classi- 
fication, rather  than  by  direct  rebates  or  differences  in 
charge.  Having  gone  as  far  as  this,  the  railroads  thought 
that  they  were  safe. 

They  were  mistaken.  The  Commission  soon  showed 
that  they  intended  to  have  these  sections  against  discrimi- 
nation applied  to  the  fullest  extent.  The  law  allowed  the 
railroads  to  sell  mileage  tickets ;  but  the  Commission  in- 
sisted that  they  must  be  sold  to  all  persons  impartially, 
and  not  at  reduced  rates  to  particular  classes  of  travellers, 
even  when  such  reductions  were  made  on  grounds  which 
might  seem  beneficial  to  the  public  as  well  as  the  rail- 
roads.    The  law  said  that  the  railroads  must  treat  all 
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shippers  of  freight  alike :  the  Commission  insisted  that  the 
railroad  agents  must  obey  the  spirit  as  well  as  the  letter 
of  this  section.  In  Keith  v.  Kentucky  Central^  it  was  held 
that  exclusiye  contracts  for  terminal  facilities  were  unlaw- 
ful ;  that  a  common  carrier  of  live  stock  is  subject  to  the 
legal  duty  to  provide  reasonable  and  proper  facilities  for 
receiving  and  discharging  from  its  cars  such  live  stock  as 
is  offered  for  transportation,  free  of  all  except  the  custom- 
ary transportation  charges.  It  did  not  fully  discharge  this 
duty  by  receiving  on  and  discharging  from  its  cars  live 
stock  at  a  depot  access  to  which  must  be  purchased.  In 
Providence  Coal  Co,  v.  Providence  and  Worcester^  it  was 
held  that  the  railroads  could  not  lawfully  make  allowances 
for  large  shipments,  which  would  give  one  dealer  an  ad- 
vantage over  his  smaller  rivals.  The  railroads  might  make 
lower  rates  for  carloads  than  for  parcels :  this  was  a  neces- 
sity of  railroad  economy.  But  in  dealing  with  larger  quan- 
tities, even  though  some  advantage  was  realized  by  the 
railroads  from  the  centralized  shipments,  their  duty  as 
common  carriers  forbade  them  to  apply  the  wholesale  prin- 
ciple on  such.  Their  obligation  to  treat  their  customers 
equally  could  not  be  set  aside  on  the  ground  of  any  econ- 
omy in  dealing  with  one  man  rather  than  several. 

These  decisions  were  important,  because  they  struck 
directly  at  some  of  the  worst  abuses  in  American  rail- 
road management.  It  was  the  violation  of  these  principles 
which  had  given  rise  to  scandals  like  those  connected  with 
the  Standard  Oil  Company.  It  was  a  source  of  general 
satisfaction  to  see  the  sections  thus  construed  and  applied. 
But  there  was  another  series  of  decisions,  whose  wisdom 
was  more  doubtful,  where  the  Commissioners  strove  to 
prohibit  local  discrimination  under  these  general  sections. 
In  the  case  last  cited  (^Providence  Coal  Company  v.  Provi- 
dence and  Worcester^^  they  required  that  the  charges  to 
Providence  on  one  branch  should  be  as  low  as  to  East 
Providence    on    another,  although    the    former  was    so 
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crowded  with  traffic  that  it  was  much  more  convenient 
for  the  railroad  to  deliver  freight  at  the  other.  In  two 
cases  with  regard  to  Dakota  wheat,  the  Commission  in- 
sisted that  rates  on  one  branch  could  not  be  made  inde- 
pendent of  those  on  another  branch  of  the  same  line,  and 
made  positive  orders  with  regard  to  the  amount  which  the 
company  should  be  permitted  to  charge.  The  decisions 
in  these  cases  practically  assume  the  rate-making  power 
for  the  Commission,  and  there  is  every  indication  that  they 
will  be  called  upon  to  apply  it  extensively.  There  is  no 
doubt  that  the  wording  of  the  sections  against  discrimina- 
tion applies  to  local  as  well  as  personal  differences :  there 
is  some  serious  doubt  how  far  a  body  of  five  men,  however 
wise,  can  undertake  to  make  railroad  rates  for  the  country. 

But  these  doubts  and  difficulties  belong  to  the  future. 
Thus  far,  the  career  of  the  Commission  has  been  a  brilliant 
success.  Instead  of  nullifying  the  law,  they  have  made  it 
enforceable.  They  have  given  it  a  construction  and  an 
application  which  really  mean  something.  In  so  doing, 
they  have  created  and  are  creating  a  body  of  transporta- 
tion law,  outside  of  the  Act  itself.  They  are  wanting  in 
many  of  the  external  characteristics  of  a  court.  But  they 
have  this  most  important  characteristic,  which  counts  for 
more  than  anything  else :  that  their  decisions  are  quoted 
as  law,  and  are  being  successfully  enforced,  where  other 
courts,  with  far  greater  nominal  authority,  have  failed  to 
accomplish  their  object.  How  is  it  that  five  men,  with 
so  little  apparent  power  and  without  the  authority  which 
long  usage  confers,  have  been  able  to  succeed  where  their 
predecessors  have  failed  ? 

It  is  because  they  understand  railroad  business  suffi- 
ciently to  choose  principles  which  can  be  really  carried 
out,  instead  of  relying  on  analogies  and  traditions  derived 
from  a  totally  different  system  of  transportation  and  pro- 
duction. The  tradition  of  the  courts  was  that  rates  should 
be  based  upon  cost  of  service.    It  was  never  systematically 
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applied  even  by  those  who  enunciated  it.  So  acute  a 
thinker  as  Adam  Smith  spoke  in  ahnost  the  same  breath  of 
the  necessity  of  basing  tolls  upon  cost  of  service  and  the 
fact  that  pleasure  carriages  are  charged  higher  rates  than 
drays,  without  apparently  perceiving  that  the  facts  contra- 
dicted the  theory.  Neither  in  turnpike  nor  canal  tolls 
was  the  principle  ever  consistently  carried  out.  Rates 
were  based  upon  value  or  upon  what  the  traffic  would 
bear,  quite  as  much  as  upon  cost  of  service ;  and  in  the 
very  earliest  English  railroad  charters,  which  were  based 
upon  the  model  of  canal  charters,  great  varieties  in  rates 
were  allowed  on  the  same  goods  according  as  they  were 
intended  for  export  or  for  home  consumption.  Neverthe- 
less, the  courts  clung  to  the  theory  of  cost  of  service  as  a 
basis  for  differences  in  charge.  It  was  the  only  one  which 
they  found  it  possible  to  apply  readily  to  cases  which  were 
presented  to  them  for  action.  It  seemed  at  first  sight  like 
an  easy  one.  But  the  effort  to  make  cost  the  standard 
really  proved  the  great  drawback  to  all  successful  attempts 
on  the  part  of  the  courts  to  check  railroad  discrimination. 
They  had  adopted  a  principle  which  could  not  be  carried 
to  its  logical  conclusion  without  disaster  to  the  business 
interests  of  the  whole  community.  The  attempt  to  base 
regulation  of  rates  upon  an  impracticable  theory  had  the 
effect  of  making  all  such  regulation  almost  inoperative. 

The  cost  of  railroad  service  consists  of  two  elements, — 
operating  expenses  and  fixed  charges.  The  former  includes 
the  cost  of  handling  and  carrying  the  goods.  It  consists 
chiefly  of  charges  for  train  and  station  service  and  supplies. 
The  fixed  charges,  on  the  other  hand,  are  those  which 
attach  to  the  business  as  a  whole  rather  than  to  any  par- 
ticular part  of  it :  such  are  interest  charges,  administrative 
expenses,  and  cost  of  maintenance,  so  far  as  this  is  due  to 
weather  rather  than  to  wear.  It  is  a  principle  of  good 
railroad  economy  that  each  piece  of  traffic  should  pay  its 
share  of  the  operating  expenses.     If  it  did  not  do  so,  it 
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would  be  better  to  do  without  the  traffic  than  to  handle  it. 
The  exceptions  to  this  are  more  apparent  than  real.  But 
it  by  no  means  follows  that  each  piece  of  traffic  should  pay 
its  share  of  the  fixed  charges.  On  the  contrary,  if  busi- 
ness is  of  such  a  character  that  it  can  only  be  secured 
by  the  lowest  possible  rates,  any  margin,  however  slight, 
above  operating  expenses  is  an  advantage  to  the  railroad. 
The  business  is  made  to  contribute  something  to  the  fixed 
charges ;  while,  if  it  were  lost  altogether,  these  charges  would 
remain  the  same  and  the  means  of  defraying  them  would 
be  slightly  less.  There  are  very  few  roads  on  which  ship- 
ments of  coal  or  lumber  pay  anything  like  their  proportion 
of  the  fixed  charges.  But  if  this  coal  or  lumber  business 
were  lost,  and  nothing  left  to  take  its  place,  the  community 
and  the  railroads  would  both  be  worse  off  for  it. 

It  may  be  said  broadly  that  railroad  freight  is  of  two 
kinds.  There  is  valuable  traffic,  which  can  pay  high  rates, 
but  which  is,  under  almost  any  circumstances,  limited  in 
quantity ;  and  there  is  cheap  traffic,  which  cannot  under 
any  circumstancea  pay  high  rates,  but  which  under  suffi- 
ciently  low  ones  may  be  secured  in  very  large  amounts. 
If  a  railroad  is  so  rich  that  it  can  pay  all  its  interest 
charges  without  any  special  effort,  it  is  possible  to  pass  a 
law  demanding  that  these  two  kinds  of  traffic  shall  be 
treated  in  the  same  way.  But  the  majority  of  the  rail- 
roads are  not  thus  situated.  Many  of  them  are  scarcely 
meeting  their  current  obligations.  Anything  which  ren- 
ders railroad  business  unprofitable  wiU  diminish  the  exten- 
sion of  facilities  which  the  community  needs ;  and  no  sys- 
tem of  legislation  is  so  sure  to  render  railroad  business 
relatively  unprofitable  as  the  attempt  to  enforce  the  same 
treatment  for  both  of  these  classes. 

The  cost  of  handling  rich  ores  differs  but  slightly  from 
that  of  handling  building  stone,  but  the  method  by  which 
the  two  classes  of  goods  can  contribute  to  the  support  of  a 
railroad  is  totally  different.  Within  moderate  limits,  the 
shipment  of  ore  will  be  the  same  whether  rates  be  high  or 
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low.  The  supply  is  so  far  limited  that  a  reduction  in 
charge  is  apt  to  go  into  the  pockets  of  the  mine-owners, 
without  seriously  affecting  the  total  supply  or  the  general 
convenience  of  the  community.  On  the  other  hand,  the 
attempt  to  impose  high  rates  on  ordinary  stone  would  so 
far  check  the  traffic  as  to  involve  serious  loss  to  every 
one ;  while  the  reduction  in  rates  involves  a  gain  of  busi- 
ness to  the  road  and  lower  prices  to  the  community.  From 
any  attempt  at  enforced  equality,  the  business  interests  of 
the  country  would  lose  rather  than  gain.  Reduction  in 
the  rates  on  ore  would  have  only  a  very  slight  beneficial 
effect :  increase  in  the  rates  on  stone  would  have  a  disas- 
trous one.  Either  process  would  interfere  with  the  power 
of  the  railroad  to  meet  its  fixed  charges. 

What  is  true  as  between  different  classes  of  goods  is 
true  to  a  less  extent  in  the  comparison  between  local  and 
through  traffic.  The  former  is  more  or  less  limited  in 
quantity :  the  latter  can  be  expanded  almost  indefinitely. 
In  order  that  a  railroad  may  be  biiilt  at  all,  it  is  often 
necessary  that  it  should  have  the  chance  of  securing  rela- 
tively high  rates  on  the  limited  volume  of  local  business 
and  a  share  in  the  large  and  cheaply  handled  through 
traffic,  which  can  only  be  obtained  at  much  lower  propor- 
tionate rates.  If  the  railroad  is  to  be  profitable  under  the 
general  scale  of  charges  to  which  railroads  are  to-day 
limited,  it  must  have  something  analogous  to  the  taxing 
power.  It  must  be  able  to  obtain  a  larger  proportion  of 
the  fixed  charges  from  those  lines  of  business  where  the 
supply  and  demand  are  so  limited  that  they  can  pay  the 
higher  rates  with  least  disturbance  of  the  business  rela- 
tions of  the  community  and  of  the  world.  This  is  the 
principle  of  charging  what  the  traffic  wiU  bear.  The 
attempt  of  the  courts  of  England  and  the  United  States 
to  apply  a  different  principle  has  been  practically  without 
effect.  The  attempt  which  has  been  made  at  one  time  or 
another  in  almost  every  country  to  fix  schedules  of  rates 
in  disregard  of  it  has  proved  disastrous  to  all  concerned. 


176  QUABTEBLT  JOURNAL  OF  ECONOMICS 

It  has  so  far  crippled  the  railroads  that  thej  could  not 
make  the  needed  improvements  and  extensions,  and  has 
so  far  diminished  railroad  enterprise  and  railroad  efficiency 
as  to  hurt  the  very  men  whom  it  was  designed  to  benefit* 
The  Granger  legislation  was  an  instance  in  point.  A 
brief  trial  of  the  levelling  principle  was  sufficient  to  show 
that  it  could  not  be  applied. 

Tet  these  attempts  at  legislation  were  often  justified  by 
the  arbitrary  action  of  the  railroads  in  the  application  of 
their  own  principle.  They  claimed  the  right,  not  merely 
to  use  the  taxing  power,  but  to  be  themselves  the  judges 
of  how  it  should  be  applied.  Its  administration  was  some- 
times in  the  hands  of  local  freight  agents,  who  granted  the 
special  rates  to  the  wrong  lines  of  business  and  the  wrong 
men, —  a  short-sighted  policy,  which  might  finally  react 
against  the  railroad  itself,  but  under  which  the  shippers 
were  totally  helpless  for  the  time  being.  Where  the  sys- 
tem of  personal  discrimination  had  taken  root,  these  abuses 
were  intolerable.  They  were  worst  of  all  in  times  of 
active  railroad  war,  when  the  whole  system  of  rates  varied 
from  day  to  day  and  from  place  to  place. 

What  the  Commission  undertook  to  do  was  to  adopt  the 
railroad  principle,  but  to  insist  that  it  should  be  impar- 
tially and  equitably  applied.  They  admitted  with  but 
slight  reservation  the  theory  of  the  railroad  managers,  but 
they  did  not  for  a  single  instant  admit  their  claim  to  be 
the  sole  judges  of  how  it  should  be  applied  in  practice. 
They  said,  in  effect,  As  far  as  the  statutes  do  not  distinctly 
prohibit  it,  you  may  charge  what  the  traffic  will  bear ;  but, 
if  you  make  this  a  pretext  for  charging  what  the  traffic 
will  not  bear,  we  shall  at  once  interfere.  This  was  un- 
questionably the  right  ground  to  take.  If  they  had  fol- 
lowed the  practice  of  the  older  courts,  and  tried  to  base 
rates  on  cost  of  service,  the  necessities  of  business  would 
have  been  too  strong  for  them,  and  would  have  overthrown 
their  principle  and  their  authority.  But  by  taking  a 
ground  suited  to  the  necessities  of  the  community,  and 
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one  which  the  better  class  of  railroad  men  admit  and 
understand,  they  have  laid  the  basis  for  a  really  effective 
system  of  regulation.  Whatever  may  be  the  errors  of 
detail,  the  fundamental  basis  of  their  decisions  is  sound. 
It  is  hardly  too  much  to  say  that  it  is  the  only  sound  law 
which  we  have  with  regard  to  railroad  rates.  Everything 
else  either  concedes  too  much  or  too  little  to  the  discre- 
tion of  the  companies :  it  either  gives  them  a  power  which 
enables  them  to  evade  their  obligations  as  common  car- 
riers, or  it  attempts  to  limit  that  power  on  grounds  which 
never  could  or  would  be  carried  to  their  logical  conclusion. 
Let  us  examine  the  theory  of  the  Commissioners  as 
shown  by  their  actions  and  utterances :  — 

1.  Rates  cannot  be  based  on  cost  of  service. 

While  cost,  as  has  been  said,  is  an  element  to  be  taken  into  account 
in  the  fixing  of  rates,  and  one  of  the  very  highest  importance,  it  can- 
not, for  reasons  well  understood,  be  made  the  sole  basis,  but  it  must 
in  any  case  be  used  with  caution  and  reserve. . . .  Any  attempt  to  ap- 
portion the  cost  therefore  would  at  the  best,  and  under  the  most 
favorable  circumstances  only  reach  an  approximation.  This  is  so 
well  understood  the  world  over  that  the  propositions  which  from  time 
to  time  have  been  made  in  other  countries  to  measure  the  charges  of 
the  carrier  by  the  cost  of  the  carriage  solely,  have  always  been  aban- 
doned after  investigation.    (1  Interstate  Commerce  Reports,  63,  64.) 

2.  It  may  be  good  public  economy  as  well  as  good  rail- 
road economy  that  different  kinds  of  traffic  should  be 
treated  on  different  principles,  independent  of  differences 
in  cost  of  service. 

It  is  very  evident  from  these  figures  that  neither  on  the  local  traf- 
fic alone,  nor  on  that  and  the  joint  traffic  can  a  first-class  road  be 
maintained.  It  is,  therefore  the  right  and  we  may  say  the  duty  of 
the  managers  of  the  Central  Vermont  to  obtain  and  keep  up  a 
through  business,  if  they  can  do  so  without  injustice  to  the  local  traf- 
fic and  without  violation  of  law.  No  injustice  is  done  to  the  local 
traffic  by  taking  through  traffic  at  very  low  rates,  provided  the  doing 
so  neither  makes  the  local  traffic  more  expensive  nor  otherwise  in- 
commodes it. . . .  We  are  also  satisfied  that  the  people  of  Vermont 
are  largely  interested  in  the  low  rates  on  the  long-haul  traffic. ...  It 
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is  highly  probable  that  if  the  people  of  that  State  pay  high  rates  on 
local  traffic  they  are  fully  compensated  in  the  low  rates  on  long-haul 
traffic.    (1  Interstate  Commerce  Reports,  180.) 

Though  the  Commissioners  in  this  case  decided  against 
the  legality  of  the  particular  rates  in  question,  they  did  so 
not  because  this  was  unjust  discrimination  under  the  gen- 
eral clause,  but  because  the  short-haul  clause  was  the  law 
which  governed  their  action,  and  could  not  be  departed 
from  by  them  on  considerations  ^^of  equity  or  of  what 
would  be  for  the  interest  of  the  parties  concerned." 

Every  railroad  company  ought,  when  it  is  practicable,  to  so  ar- 
range its  tariffs  that  the  burden  upon  freights  shall  be  proportional 
on  all  portions  of  its  line,  and  with  a  view  to  revenue  sufficient  to 
meet  all  the  items  of  current  expense,  including  the  cost  of  keeping 
up  the  road,  buildings,  and  equipment,  and  of  returning  a  fair  profit 
to  owners.  But  it  is  obvious  that,  in  some  cases,  when  there  is  water 
competition  at  leading  points,  it  may  be  impossible  to  make  some 
portion  of  the  traffic  pay  its  equal  proportion  of  the  whole  cost.  If  it 
can  then  be  made  to  pay  anything  toward  the  cost,  above  what  the 
taking  of  it  would  add  to  the  expense,  the  railroad  ought  not,  in  gen- 
eral, to  be  forced  to  reject  it,  since  the  surplus,  under  such  circum- 
stances, would  be  profit.  As  has  been  tersely  said  by  M.  de  la  Gour- 
nerie,  formerly  Inspector-Greneral  of  bridges  and  railways  in  France, 
a  railroad  "  ought  not  to  neglect  any  traffic  of  a  kind  that  will  increase 
its  receipts  more  than  its  expenses  " ;  and  long-haul  traffic  which  can 
only  be  had  on  these  terms  may  sometimes  be  taken  without  wrong- 
ing any  one,  when,  to  carry  all  traffic,  or  even  the  major  part  of  it, 
at  the  like  rates,  would  be  simply  ruinous.  (1  Interstate  Commerce 
Reports,  79.) 

For  many  years  it  has  been  the  practice  of  the  railroad  companies 
connecting  Boston  with  western  points  to  make  the  rates  from  such 
points  to  Boston,  upon  grain  and  provisions  for  export,  as  low  as  the 
rates  to  New  York,  although  the  rates  upon  property  for  local  con- 
sumption have  during  the  same  time  been  higher  to  Boston  than  to 
New  York,  the  distance  being  somewhat  greater.  The  rates  to  the 
seaboard  and  abroad,  it  was  shown,  are  in  effect  determined  by  the 
shortest  line  from  the  interior,  which  for  this  purpose  is  the  Pennsyl- 
vania line ;  the  other  lines  conforming  substantially  to  those  rates  as 
a  security  to  participation  in  the  traffic. . . .  Making  the  allowance  in 
some  form  has  been  essential  to  the  existence  of  the  trade,  since  the 
ocean  rates  from  Boston  and  New  York  are  not  materiallv  different 
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and  higher  interior  rates  would  exclude  Boston  altogether  from  par- 
ticipation in  the  foreign  trade  ...  As  explained  by  the  petitions  and 
the  evidence  adduced  in  their  support,  the  rebate  has  for  its  purpose 
to  correct  an  inequality  that  would  otherwise  exist,  and  which,  by 
making  the  cost  of  foreign  shipments  by  way  of  Boston  greater  than 
by  way  of  New  York,  would  practicaUy  exclude  shippers  from  the 
choice  of  the  Boston  route,  though  the  distance  from  interior  points 
to  the  foreign  market  would  be  practically  no  greater  by  that  route 
than  by  the  other. ...  If  such  is  the  real  nature  of  the  so-called  rebate 
. . .  and  if  no  discrimination  is  made  between  persons  engaged  in  the 
foreign  traffic,  but  the  rebate  is  paid  impartially,  and  only  as  a  means 
of  protecting  the  Boston  route  for  the  export  trade  against  an  excess 
in  charge  that  would  be  ruinous  to  it,  then  it  is  obvious  there  is  no 
occasion  for  calling  upon  the  Commission  to  give  sanction  to  a  prac 
tice  which  would  be  legal  without  it.  (1  Interstate  Conmierce  Re- 
ports, 24-27.) 

3.  This  principle  cannot  be  held  to  justify  artificial  cases 
of  inequality. 

It  is  just  as  much  the  duty  of  the  common  carrier,  in  making  its 
low  rates  on  long  hauls,  to  consider  whom  they  may  ruin  as  whom 
they  may  build  up ;  and,  while  the  carrier  cannot  be  held  responsible 
for  the  consequences  which  flow  legitimately  from  tarifb  impartially 
arranged,  it  cannot  justify  on  the  ground  of  public  benefit  the  unequal 
rates  which,  however  beneficial  to  some,  may  be  equaUy  mischievous 
to  others.  A  great  establishment,  strengthened  by  the  favor  of  public 
carriers  until  it  acquires  the  power  to  crush  competition,  and  actually 
exercises  that  power,  may  by  that  very  fact  become  an  enemy  to  the 
civil  State  ;  and  no  benefit  it  can  give  to  the  public,  in  the  low  prices 
of  its  commodities  or  otherwise,  can  compensate  for  the  general  sense 
of  wrong  which  those  must  feel  who  are  injured  by  it,  or  for  the  sen- 
timent which  grows  up  in  view  of  its  operations,  that  the  law  fails  to 
give  the  equality  of  right  and  privilege  which  it  nominally  promises. 
(1  Interstate  Commerce  Reports,  68.) 

In  applj'ing  the  principle  laid  down  in  this  decision  the 
Commissioners  will  themselves  examine  whether  the  traffic 
will  bear  a  particular  rate.  In  exempting  the  railroads 
from  the  obligation  of  basing  their  rates  on  cost  of  service^ 
they  do  not  free  them  from  all  control.  On  the  other 
hand,  they  subject  them  to  a  control  which  may,  under 
certain  circumstances,  be  even  more  stringent  than  the 
other. 
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While  the  inhibition  of  the  fourth  section  of  the  statute  against 
charging  more  for  a  shorter  than  for  a  longer  distance  over  the  same 
line  does  not  literally  apply,  the  defendant  is,  under  the  circumstances, 
required  to  make  its  rates  reasonable  on  both  branches  of  its  road.  If 
the  two  lines  were  separately  owned  and  operated,  competition  might 
substantially  equalize  the  rates.  And  the  fact  that  one  company  con- 
trols parallel  lines  affords  no  warrant  for  giving  superior  advantages 
to  the  patrons  of  one  line,  and  denying  similar  advantages  to  those 
of  the  other  line.  It  may  not  be  essential  that  the  rates  on  the  two 
lines  should  be  identical.  Some  difference  on  account  of  greater  dis- 
tance and  increased  operating  expenses,  and  the  conditions  affecting 
the  traffic  may  be  reasonably  permissible.  Nor  is  it  enough  that 
independently  considered,  as  if  the  parallel  line  did  not  exist,  the 
higher  rates  might  be  deemed  reasonable.  They  should  be  relatively 
reasonable,  in  view  of  their  relations  to  each  other  and  their  effect 
upon  the  public,  in  order  to  prevent  undue  and  unreasonable  preju- 
dice and  disadvantage,  and  thus  in  their  results  become  unjust  and 
unreasonable. ...  If  the  different  rates  on  the  two  routes  worked  no 
hardship  or  injustice  to  any  one,  there  would  be  no  occasion  for  cor- 
rective remedies ;  but  when,  as  the  fact  was  shown  in  this  case,  the 
producers  and  millers  located  in  the  petitioning  towns  and  along  that 
division  are  seriously  injured,  and  their  business  disastrously  affected 
by  the  double  fiat  rates  charged  them,  the  public  interests  are  con- 
cerned, and  a  case  is  presented  demanding  redress.  These  rates  obvi- 
ously preclude  competition  with  the  Minneapolis  and  St.  Paul  mills  and 
those  on  the  River  Division. . . .  The  act  to  regulate  commerce  de- 
mands such  adjustments  of  rates  as  shall  not  discriminate  unduly  in 
favor  of  the  business  of  certain  localities,  and  prove  destructive  to  simi- 
lar pursuits  in  other  localities.  (^Boards  of  Trade  Union  of  Farmington 
et  al.  V.  Chicago,  Milwaukee  and  St.  Paul,  1  Interstate  Commerce 
Reports,  215.) 

The  decision  in  the  case  last  cited  is  almost  identical  in 
its  effects  with  similar  decisions  in  England :  in  its  grounds 
and  principles,  it  is  totally  different.  The  final  reason  for 
enforcing  the  equality  is  that  the  traffic  will  not  bear 
other  treatment.  Questions  of  cost  are  made  an  inciden- 
tal means  of  determining  the  amount  of  inequality  permis- 
sible, rather  than  a  criterion  of  the  right  of  the  railroads 
to  act  as  they  do.  This  distinction  is  important.  It 
shows  why  the  common-law  principle  of  equality  may 
be  successfully  applied  by  the  Commission  when  it  has 
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failed  in  the  hands  of  the  courts.  Equality  based  on 
what  the  tra£Sc  will  bear  is  a  very  different  thing  from 
equality  based  on  cost  of  service. 

The  adoption  of  this  basis  for  equality  is  simply  the  rec- 
ognition of  a  sound  principle  of  political  economy,  which 
we  cannot  better  formulate  than  in  the  words  of  the  Com- 
mission itself  in  their  report  to  the  Secretary  of  the  Inte- 
rior. ^^The  question  of  rates  is  often  quite  as  much  a 
question  between  rival  interests  and  localities  as  between 
the  railroads  and  any  one  or  more  of  such  localities  or  in- 
terests." "  A  raUroad  company  may  be  rather  a  nominal 
than  a  real  defendant ;  the  rate,  the  classification,  or  the 
practice  complained  of  may  concern  some  class  of  its 
customers  who  approve  and  defend  it  more  than  does  the 
railroad  company  itself,  and  the  company  might  be  en- 
tirely willing  to  make  the  change  demanded,  but  for  the 
fact  that  its  doing  so  would  bring  forward  a  new  class  of 
complainants." 

This  strikes  the  point  squarely.  There  is  not  in  Ameri- 
can railroad  practice  a  collision  of  interest  between  ship- 
pers as  a  class  and  railroad  owners  as  a  class.  Laws  based 
on  the  supposition  that  there  was,  have  done  much  more 
harm  than  good.  It  is  for  the  interest  of  the  shippers  to 
have  railroad  profits  high,  in  order  that  railroad  facilities 
may  be  increased :  it  is  for  the  interest  of  the  railroads  to 
reduce  their  rates,  because  the  progress  of  invention  is 
constantly  making  it  relatively  better  economy  to  do  a 
large  trafiQc  at  low  rates  than  a  small  one  at  high  rates. 
But  the  real  ground  for  so  much  well-founded  complaint 
is  that  railroads  have  made  reductions  for  one  man  and 
not  for  another ;  producing  an  inequality  whose  benefit  to 
the  company  is  but  trifling,  while  its  advantage  or  injury 
to  the  respective  classes  of  shippers  is  enormous.  It  was 
the  error  of  the  English  Commission  that  they  tried  to 
treat  these  differences  as  purely  matters  of  railroad  econ- 
omy. It  is  the  merit  of  the  American  Commission  to  have 
treated  them  on  broader  principles  of  political  economy. 
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The  kind  of  work  begun  by  the  Massachusetts  Commis- 
sioners nearly  twenty  years  ago  is  being  carried  out  to-day 
over  a  wider  field,  and  applied  to  far  more  difficult  prob- 
lems. 

For  the  success  of  the  Commissioners  in  the  past  few 
months  must  not  blind  us  to  the  fact  that  in  the  imme- 
diate future  they  are  likely  to  meet  with  a  series  of  diffi- 
culties which  will  tax  their  skill  to  the  utmost.  It  is  an 
easy  thing  for  a  man  who  understands  the  subject  to  state 
sound  principles.  It  is  a  hard  thing,  however  good  his 
understanding  and  however  sound  his  principles,  to  apply 
them  to  anything  so  complicated  as  the  railroad  business 
of  the  United  States. 

The  difficulties  under  the  short-haul  clause  will  prob- 
ably not  be  very  great.  The  Commissioners,  as  we  have 
seen,  have  generally  disclaimed  the  intention  of  making 
exceptions.  Where  foreign  competition  existed  of  such 
a  character  as  to  constitute  substantially  different  circum- 
stances and  conditions,  the  railroads  might  take  the  re- 
sponsibility of  making  the  exceptions  themselves.  Where 
such  foreign  and  water  competition  did  not  exist,  the 
Commission  would  not,  as  a  rule,  afford  any  relief.  Each 
decision  under  the  fourth  section  shut  off  a  vast  amount 
of  possible  questioning. 

But  the  decisions  under  the  second  and  third  sections 
have  had  precisely  the  opposite  effect.  They  have  widened 
the  possible  jurisdiction  of  the  Commission,  and  have 
opened  more  questions  than  they  have  settled.  For  in- 
stance, in  two  recent  cases  against  the  Chicago,  Milwau- 
kee &  St.  Paul  Railroad,  it  has  been  held  that  the  discrim- 
ination was  unreasonable  and  illegal,  if  rates  on  one 
branch  were  made  much  higher  than  on  the  other ;  and 
the  Commission  gave  orders  as  to  the  extent  to  wliich 
reduction  in  rates  must  be  carried.  Where  is  tliis  process 
to  stop?  Will  it  not  involve  the  assumption  of  a  general 
rate-making  power  on  the  part  of  the  Commission  and  ita 
agents?    Nothing  is  more  difficult  than  to  determine  the 
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relative  circumstances  and  conditions  of  broad-gauge  and 
narrow-gauge  lines.  Yet  one  order  has  been  made  which 
involves  a  determination  on  this  point.  There  is  hardly 
a  railroad  which  owns  lines  of  both  classes  against  which 
this  order  may  not  furnish  a  precedent  for  possible  com- 
plaints. 

Again,  the  short-haul  clause  prevents  the  roads  from 
granting  lower  rates  to  through  points  than  to  local  ones. 
The  railroads  have  to  some  extent  evaded  that  require- 
ment by  a  system  of  carload  rates.     Compared  with  par- 
cel rates  from  the  same  locality,  the  difference  in  carload 
rates  seems  unreasonably  great.    But  the  railroads  assert, 
and  probably  with  good  reason,  that  the  business  of  the 
distributing  centres    is  largely  carload   business,   or  at 
least  can  be  accepted  and  treated  as  such,  while  the  busi- 
ness of  local  points  is  chiefly  parcels  business ;  that  there 
is,  therefore,  a  general  fairness  in  the  system  apart  from 
special  cases  of  apparent  injustice.     The  Commissioners 
have  already  admitted  in  so  many  words  that  the  through 
business  is  more  economical  for  the  railroads,  and  that  it 
may  be  desirable  on  considerations  of  equity  to  enable 
them  to  offer  specially  low  rates  to  such  business.     How 
far  will  they  apply  this  principle  to  the  carload-rate  cas6  ? 
Whichever  way  they  decide    this  question,   the   conse- 
quences will  be   important  to   the   country  and  rather 
critical  for  the  Commission.      If  they  allow  the  present 
practice,  they  allow  the  continuance  of  favors  to  large 
distributing  centres,  they  will  perpetuate  indefinitely  the 
division  of  labor  between  city  and  country,  which  it  was 
the  object  of  the  most  active  promoters  of  the  law  to  pre- 
vent.    If,  on   the   other  hand,  they  decide  against  the 
legality  of  the  practice,  they  will  interfere  with  existing 
business  methods  to    a  most  dangerous  extent,  in  the 
enforcement  of  a  principle  whose  equity  they  have  them- 
selves called  in  question. 

Finally,  the  possible  difficulties  in  the  enforcement  of 
the  law  are  greatly  increased  by  the  prohibition  of  pools. 
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The  motives  which  led  to  this  prohibition  have  already 
been  indicated.  But,  whatever  may  be  the  opinion  as  to 
the  need  for  such  prohibition,  there  can  be  no  doubt 
whatever  that  it  renders  the  difficulties  of  the  Commis- 
sion vastly  greater. 

In  the  first  place,  the  prohibition  of  pools  greatly  in- 
creases the  difficulty  of  the  railroads  in  maintaining  sys- 
tematic tarifib.  This  has  not  been  as  yet  clearly  per- 
ceived, because  through  rates  during  the  past  months 
have  been  extremely  well  maintained.  When  the  new 
law  went  into  effect,  the  railroad  men  did  not  know  what 
were  their  rights  or  their  duties  under  it.  One  thing 
they  knew, —  that  they  were  tired  of  fighting,  and  were 
glad  to  make  the  law  for  the  time  being  a  pretext  for  the 
cessation  of  rate  wars.  The  danger  of  disobeying  the 
law  was  greater  than  the  danger  of  suffering  from  the  cut 
rates  of  a  rival.  But  there  is  reason  to  fear  that  this  state 
of  things  cannot  last.  The  railroads  cannot  keep  it  up, 
even  if  they  would.  The  recent  condition  of  things  in  the 
dressed-meat  business  is  instructive.  This  is  now  in  the 
hands  of  a  comparatively  small  number  of  large  shippers. 
One  shipper  at  least  threatened  to  withdraw  his  business 
from  the  Grand  Trunk,  unless  that  line  would  grant  lower 
rates  than  the  others.  To  do  without  this  business  would 
have  involved  an  appreciable  loss  to  the  Grand  Trunk. 
But  the  other  roads  could  not  grant  the  differential  with- 
out danger  that  the  other  large  shippers  would  transfer 
their  business  to  the  Grand  Trunk.  Under  the  old  sys- 
tem of  pools,  the  matter  would  have  taken  care  of  itself. 
Under  the  present  system,  there  was  no  possible  solution 
without  a  war  of  rates.  The  Grand  Trunk  could  not  do 
without  tlie  differential :  the  other  roads  could  not  admit 
it.  Where  business  was  so  compactly  organized  that  the 
shippers  could  transfer  it  almost  at  will  from  one  road 
to  another,  they  had  it  in  their  power  to  precipitate  a 
war  of  rates.  The  instructive  thing  in  the  whole  case  is 
that  this  was  probably  done  on  purpose ;  that  the  Grand 
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Trunk,  as  well  as  the  other  roads,  was  reluctant  to  enter 
into  such  a  war,  but  that  as  long  as  rates  were  at  any  fig- 
ure above  operating  expenses  they  could  be  forced  into  it. 
In  other  words,  it  means  that,  in  the  absence  of  a  pooling 
system,  a  combination  of  shippers  has  the  power  to  avoid 
paying  anything  like  a  fair  share  of  the  fixed  charges.  A 
statute  for  prohibiting  railroad  pools  has  transferred  the 
authority  to  a  less  known  and  less  responsible  pool  of 
shippers.*  What  were  the  results  in  the  case  of  the 
Standard  Oil  Company  before  the  trunk-line  pool  had 
developed,  we  know  only  too  well.  There  seems  to  be 
danger  that  the  same  kind  of  result  will  follow  in  other 
lines  of  business  now  that  pools  are  prohibited. 

The  German  government  was  so  strongly  impressed 
with  the  fact  that  even  State  railroads  under  similar 
conditions  were  at  the  mercy  of  a  ring  of  shippers,  that 
it  has  not  only  legalized  pools  and  practised  pooling,  but 
has  of  late  actually  forbidden  the  shippers  to  prescribe  the 
route  over  which  their  traffic  shall  be  carried.  In  other 
words,  it  has  not  merely  allowed  division  of  traffic,  but 
has  prohibited  everything  else.  It  remains  to  be  seen 
whether  our  railroads  are  strong  enough  to  resist  the 
demands  of  organized  shippers,  when  the  State  railroads  of 
Germany  could  not,  imder  similar  circumstances,  do  the 
same  thing. 

But  there  is  another  respect  in  which  the  possibility  of 
rate  war  greatly  complicates  the  workings  of  the  Inter- 
state Commerce  Law.  When  rates  are  maintained  and 
railroads  relatively  prosperous,  it  is  possible  to  do  a  great 
many  things  which  are  otherwise  impossible.  A  railroad 
which  is  paying  ten  per  cent,  dividends  can  be  regulated 
a  great  deal  more  severely  than  one  which  can  barely  pre- 
serve its  property  from  foreclosure.  The  very  weakness  of 
railroads  constitutes  a  source  of  strength  for  resisting  gov- 
ernment interference.    If  a  particular  series  of  decisions 

*  The  railroads  are  trying  to  meet  the  difficulty  hy  evading  the  clause 
against  pools, —  adopting  a  policy  which  will  rirtiially  reenlt  in  diTision  of 
traffic,  without  violating  the  letter  of  the  law. 
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or  statutes  palpably  lessens  the  railroad  facilities  of  a  com- 
munity, it  becomes  much  harder  to  enforce  them.  The 
more  railroad  profits  are  reduced,  the  greater  the  number 
of  cases  where  this  difficulty  is  felt.  It  is  here  that  the 
laws  of  political  economy  produce  their  final  adjustment. 
If  a  line  of  policy  makes  railroad  profits  unusually  high, 
the  country  gets  more  railroads ;  if  it  makes  profits  low, 
there  are  fewer  railroads.  The  lines  may  not  always  be 
wisely  built  or  well  operated,  but  the  general  effect  is 
incontestable.  A  country  with  an  artificial  system  of 
rates  based  upon  cost  of  service  will  have  fewer  railroads 
and  smaller  train  service  in  proportion  to  its  population. 
Germany  and  France  have  less  than  Belgium;  Belgium 
has  less  than  England ;  England,  less  than  America.  If 
America  had  been  content  with  as  little  train  service  per 
head  of  population  as  Germany  has  to-day,  America  could 
have  had  almost  any  system  of  rates  she  pleased.  But 
America  was  not  content.  Railroad  enterprise  was  a 
necessity  to  the  growth  of  the  country.  If  it  was  found 
that  a  particular  system  of  raUroad  regulation  stopped 
railroad  development,  the  application  of  that  system  was 
checked.  The  principle  was  slow  in  working  out  its 
results,  because,  if  a  railroad  was  once  built,  it  was  there 
more  or  less  permanently.  But  this  was  not  sufficient  to 
prevent  the  reaction  against  excessive  regulation  from 
being  felt.  Growth  was  a  necessity  for  our  railroad  sys- 
tem. If  the  laws  caused  railroads  to  remain  stationary, 
the  community  suffered,  and  sooner  or  later  modified  the 
laws  or  suffered  them  to  remain  in  abeyance. 

If  the  Interstate  Commerce  Law,  whether  by  its  prohibi- 
tion of  pools  or  by  its  provisions  with  regard  to  discrimi- 
nations, seriously  reduces  railroad  profits,  this  difficulty 
will  make  itself  felt.  The  Commissioners  are  undoubtedly 
aware  of  the  danger,  but  they  do  not  seem  to  have  a  full 
conception  of  its  magnitude.  They  have  more  than  once 
spoken  as  though  a  railroad  by  lowering  its  charges  on 
one  line  of  traffic  took  the  opportunity  to  make  up  for  it 
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by  a  different  policy  on  some  other  article  (compare  1  In- 
terstate Commerce  Reports,  66).  This  view  has  almost 
no  foundation  in  fact.  If  a  railroad  has  had  a  tariff 
arranged  with  even  moderate  intelligence,  a  loss  on  one 
article  due  to  some  disturbance  of  rates  is  not  made  up  on 
other  articles.  If  the  loss  is  only  temporary,  it  is  often 
made  up  by  some  slight  manipulation  of  the  construction 
account ;  but  sooner  or  later  it  comes  out  of  the  pockets 
of  the  stockholders.  The  Commission  are  right  in  making 
the  question  whether  rates  are  relatively  reasonable  the 
important  one.  But  this  is  not  because  the  low  rates  in 
one  case  are  made  up  by  the  higher  rates  in  the  other. 
There  is  not  one  case  in  a  thousand  where  the  high  rates 
are  raised  because  of  the  existence  of  the  lower  ones. 
They  simply  are  harder  to  bear  on  account  of  the  advan- 
tage which  the  man  who  gets  the  low  rates  has  for  com- 
peting in  the  markets  of  the  world.  Whatever  direct 
loss  there  is  from  the  low  rates  comes  from  the  railroad 
owners. 

It  is  impossible  to  say  where  the  loss  in  railroad  enter- 
prise begins  to  be  greater  than  the  gain  from  stopping 
artificial  inequalities.  The  point  is  very  easy  to  pass :  it 
is  the  duty  of  the  Commission  to  see  that  we  do  not  pass 
it.  It  fortunately  happens  that  the  system  of  railroad 
rates  is  such  that  some  of  the  worst  abuses  can  be  checked 
without  serious  loss  to  the  railroads;  and,  on  the  other 
hand,  that  some  of  those  things  which  are  popularly  com- 
plained of,  and  whose  cessation  would  involve  great  loss 
to  the  railroads,  really  do  very  little  harm  to  any  one.  If 
the  Commission  can  so  interpret  the  law  as  to  prohibit 
practices  of  the  former  class  and  allow  those  of  the  latter 
class  to  continue,  they  will  have  solved  their  problem  as 
far  as  it  is  capable  of  solution.  The  general  principles 
which  they  have  chosen  are  so  good  that  there  is  every 
reason  to  hope  they  will  be  equally  successful  in  the  more 
difiQcult  task  of  applying  them  to  doubtful  cases. 

Abthub  T.  Hadley. 


THE    RATE    OF    INTEREST    AND    THE   LAWS 

OF  DISTRIBUTION. 

In  a  trenchant  article  in  the  April  number  of  the  Quar- 
terly  Journal  of  JSeonomie$^  President  F.  A.  Walker  has 
restated,  with  all  his  accustomed  lucidity  and  wealth  of 
illustration,  the  special  doctrine  of  ^^  rent  of  ability  "  being 
the  real  source  of  business  profit,  which  attracted  so  much 
attention  among  economists  on  the  publication  of  his 
Political  Economy  four  years  ago.  The  theory  that  the 
normal  ^^ wages  of  superintendence"  are  determined  in 
a  manner  exactly  analogous  to  that  in  which  ^^  Ricardian 
rent"  of  land  is  fixed  has  already  found  wide  accept- 
ance among  American  and  English  economists,  and  will 
undoubtedly  form  a  main  factor  in  that  reconstruction  of 
the  theory  of  wealth  distribution  now  being  undertaken. 

President  Walker,  indeed,  holds  that  the  doctrine  of 
^^  rent  of  ability  "  itself  furnishes  the  last  link  that  was 
wanting  to  the  completion  of  the  theory,  and  that  it 
"yields,  in  conjunction  with  well-approved  theories  of 
rent,  interest,  and  wages,  a  complete  and  consistent  body 
of  doctrine  regarding  the  distribution  of  wealth.  It  is 
not  to  be  disputed  that  we  have,  in  this  view  of  business 
profits,  the  keystone  to  bind  together  the  other  members 
of  the  arch  in  a  symmetrical  whole,  spanning  the  entire 
field  of  distribution."  While  fully  accepting  this  state- 
ment, as  far  as  regards  rent  and  the  "  wages  of  superin- 
tendence," I  venture  to  think  that  some  further  devel- 
opment of  the  doctrine  of  interest  on  capital  will  be 
necessary  before  the  problem  of  income  distribution  is 
completely  solved.  The  share  of  the  annual  produce  de- 
fined as  interest  must  be  determined  as  accurately  as  the 
other  three  shares,  and  independently  of  all  of  them, 
before  we  can  be  assured  that  our  assumptions  are  even 
theoretically  correct. 
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The  article  in  question  deals  only  incidentally  with  the 
determination  of  the  amount  of  interest  on  capital ;  but, 
as  President  Walker  does  not  hint  at  any  novelty,  I  shall 
perhaps  not  be  doing  him  any  injustice  in  quoting  his  0¥ni 
words  OS  a  convenient  summary  of  the  current  doctrine : 

Interest  is  to  be  deducted  as  the  remuneration  for  the  use  of  cap- 
ital, its  amount  being  determined  by  the  relation  of  supply  and 
demand,  but  always  tending,  through  the  operation  of  a  natural  law 
on  which  all  economists,  from  Adam  Smith  down,  have  delighted  to 
dwell,  towards  a  minimum, —  the  minimum,  in  the  case  of  interest, 
being  that  rate  which  will  induce  the  possessors  of  wealth  to  refrain 
from  consummg  it  for  the  immediate  gratification  of  their  tastes  and 
appetites,  and  to  save  and  store  it  up  to  the  extent  of  making  good 
the  waste  and  wear  of  the  existing  stock  of  capital  and  of  answering 
the  demands  for  the  enlargement  of  that  stock  to  meet  new  occasions 
for  productive  expenditure.  This  condition  may  imply,  in  one  state 
of  society,  an  interest  rate  of  eight  per  cent. ;  in  another,  of  five ;  in  an- 
other, of  three.  But,  whenever  the  rate  is  eight  per  cent.,  it  continually 
tends  to  become  five ;  and,  whenever  it  is  five,  it  continually  tends  to 
become  three,  inasmuch  as  the  occasions  for  an  increased  expenditure 
of  wealth  for  productive  uses  are  certain  to  be  transcended,  at  any 
given  rate  of  interest,  by  the  rapid  accumulations  of  capital,  which  go 
forward  by  geometrical  progression. 

I  venture  to  suggest  that  this  doctrine,  even  if  correct, 
affords  no  such  sufficient  determination  of  the  share  of 
interest,  in  relation  to  the  other  shares  of  the  annual  prod- 
uce, as  would  warrant  us  in  accepting  it  as  adequate  for 
a  theory  of  distribution.  It  is  one  of  the  acute  remarks 
in  Mr.  Henry  George's  Progress  and  Poverty  that,  "in 
the  current  statement,  the  laws  of  distribution  have  no 
common  centre,  no  mutual  relation ;  they  are  not  the  cor- 
responding divisions  of  a  whole,  but  measures  of  different 
qualities."  (Book  III.  chap,  vii.)  It  appears  to  me  that 
the  current  doctrine  of  interest,  as  here  applied  in  a  theory 
of  distribution,  is  another  surviving  remnant  of  those 
obsolete  economic  errors  which  incited  Mr.  George's  elo- 
quent but  ill-judged  onslaught.  It  has  no  "  mutual  rela- 
tion "  with  the  laws  of  rent,  wages,  and  rent  of  abUity. 
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It  is  not  defined  in  the  same  terms.  It  is  by  no  means 
apparent  that  it  exactly  completes  the  annual  sum  of  prod- 
uce to  be  divided.  Let  us  suppose  that  there  is  an  excep- 
tionally large  produce  due  to  natural  causes  one  year: 
does  the  surplus  go  to  rent,  interest,  rent  of  ability,  or 
wages?  That  such  an  event  might  ultimately  tend  to 
increase  wages,  as  President  Walker  would  suggest,  may 
be  admitted  (though  not  because  wages  take  the  residual 
product) ;  but  the  problem  to  be  solved  is  the  classifica- 
tion of  the  produce  of  each  year,  and  the  laws  of  distribu- 
tion must  all  be  given  in  similar  terms,  so  as  theoretically 
to  account  for  the  whole  annual  product,  and  to  account 
for  it  with  scientific  exactness. 

Many  other  criticisms  on  the  theory  of  interest  might 
be  made,  did  time  permit.  It  might  be  observed,  for  in- 
stance, that,  whereas  rent,  wages,  and  rent  of  ability  are 
defined  as  amounts,  interest  is  spoken  of  as  a  "rate." 
But  we  are  concerned  with  dividing  an  aggregate  amount ; 
and  the  law  of  interest  must  therefore  be  given  in  terms 
of  quantity,  and  not  in  terms  of  a  percentage  upon  an 
element  outside  the  problem,  such  as  the  pecuniary  valu- 
ation of  the  capital  stock,  which  itself  depends  upon  the 
current  rate  of  interest.  Professor  Sidgwick  has  abun- 
dantly shown  *  that  this  leads  to  considerations  of  a  very 
complex  character,  and  it  is  clear  that  the  amount  of  the 
produce  to  be  assigned  to  interest  is  not  thereby  deter- 
mined. 

But  the  theory  has  been  attacked  in  an  even  more  fun- 
damental point.  It  is  by  no  means  admitted  that  the 
accumulation  of  capital  depends  solely  or  even  mainly 
upon  the  rate  of  interest.  Economists  have  always  laid 
stress  upon  the  other  motives  for  thrift,  which  led,  for 
instance,  the  French  peasant  up  to  1871  and  the  Maltese 
cottager  up  to  1886  to  hoard  metallic  currency  without 
the  inducement  of  interest  at  all.  The  enormous  and 
universal  increase  of  investments  in  savings  banks,  where 

•  Principles  qf  Political  Economy^  Book  II.  chap.  yi. 
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but  trifling  interest  is  paid,  shows  how  little  the  rate 
affects  even  the  investment  of  capital.  Indeed,  there  are 
everywhere  a  large  number  of  depositors  in  savings  banks 
who  deliberately  exceed  the  limit  on  which  interest  is 
allowed,  content  to  get  only  safe  custody  for  their  sav- 
ings. And  Professor  Marshall,  moreover,  ingeniously 
shows  that  the  rate  of  interest  acts  partly  in  a  contrary 
direction,  stimulating  accumulation  in  some  directions  to 
a  greater  degree  ,when  the  rate  is  low  than  when  it  is 
high. 

The  fact  is  that  President  Walker  has  as  yet  failed  to 
carry  on  to  interest  that  powerful  economic  analysis  which 
he  has  already  applied  with  so  much  success  to  rent, 
profits,  and  wages.  Throughout  the  whole  science,  it  is"^ 
of  the  utmost  importance  to  distinguish  between  what 
are  merely  scientific  categories,  not  necessarily  possessing 
separate  objective  existence,  and  those  actual  payments 
from  man  to  man  which  are  often  called  by  the  same 
name.  President  Walker  does  not  deal  with  the  rent 
actually  paid  by  Farmer  Jones  to  his  squire,  nor  with  the 
wages  paid  by  Jones  to  his  laborers.  It  is  with  rent  and 
wages  as  scientific  categories  that  he  is  dealing,  and  he 
makes  abundantly  clear  to  how  great  an  extent  the  eco- 
nomic rent  and  wages  may  differ  from  the  payments 
popularly  known  by  those  names.  But,  when  he  comes 
to  treat  of  interest,  he  is  content  to  confine  his  view  to 
the  actual  payment  made  by  the  borrower  of  a  certain 
form  of  capital  to  the  lender  of  it.  But  suppose  the' 
lender  of  it  reclaims  the  loan,  and  uses  the  capital  him- 
self :#  does  he  cease  to  obtain  interest?  It  maybe  confi- 
dently asserted  that,  in  political  economy,  interest  has  no 
more  to  do  with  the  lending  of  capital  than  rent  with  the 
hiring  of  land,  and  that  the  popular  "rate  of  interest"  is 
no  more  the  interest  with  which  we  are  concerned  than 
the  annual  price  of  an  Irish  holding  is  the  "economic 
rent "  of  that  plot  of  land.    It  is  evident  that  something 
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more  than  a  reference  to  the  market  rate  for  loans  on 
good  mortgage  security  is  necessary,  before  the  doctrine 
of  interest  can  be  brought  into  line  in  a  complete  theory 
of  distribution. 

It  will  be  well  here  to  guard  somewhat  further  against 
what  is  a  serious  ambiguity  of  language.  Professor  Sidg- 
wick  *  has  already  pointed  out  the  difficulty,  as  well  as  the 
necessity,  of  distinguishing  accurately  between  ^^the  in- 
terest paid  to  professional  lenders  of  money"  and  ** in- 
terest in  the  sense  with  which  we  are  concerned  with  it 
in  the  theory  of  distribution."  But  there  are,  in  reality, 
four  senses  in  which  the  word  ^^ interest"  is  commonly 
used,  all  to  be  carefully  distinguished  by  scientific  econo- 
mists:— 

1.  The  current  rate  paid  "in  the  money  market"  for 

short  loans  of  credit  or  capital  in  certain  forms 
(chiefly  legal  tender  currency).  This  is  sometimes 
called  the  "rate  of  discount,"  and  it  depends  on 
the  relative  supply  of  the  particular  form  of  capital. 

2.  The  current  rate  paid  for  more  permanent  loans  on 

good  security.  This  may  conveniently  be  distin- 
guished as  *'  loan  interest " :  it  varies  quite  inde- 
pendently of  the  rate  of  discount,  which  it  usually 
exceeds,  and  it  depends  on  the  relative  supply  of 
capital  in  any  mobile  form  seeking  durable  invest- 
ment. 

3.  The  normal  rate  to  which  the  variations  in  the  cur- 

rent rate  of  "  loan  interest "  tend  to  conform  over 
a  long  period  in  any  community.     This  is  the  "  in- 
terest"  usually  dealt  with  by  economists,  which 
"  tends  to  equality "  and  to  decline. 
None  of  these  can  be  the  "interest"  to  be  defined  as 
a  share  in  the  distribution  of  the  annual  product,  if  only 
because  each  of  them  is  merely  a  percentage  rate  on  an 
arbitrary  valuation  of  an  element  not  within  the  defini- 
tion.    The  interest  with  which  we  are  concerned  must 

*  Principles  qf  Political  Economy^  Book  11.  chap.  vi. 
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clearly  be  a  definable  quantity  of  produce.  I  propose  to 
call  it  ^^  economic  interest,"  and  to  define  it  proyisionally  as 

4.  The  amount  of  the  annual  produce  after  deduction  of 
economic  rent  of  land,  rent  of  ability,  and  normal 
wages. 

It  will  therefore  be  seen  that  this  definition  makes  in- 
terest the  residuary  element  instead  of  wages.  It  remains 
to  justify  this  by  independent  definition  of  the  share  des- 
ignated ^^  economic  interest,"  and  by  demonstrating  its 
place  in  the  theory  of  distribution. 

The  weak  point  .of  the  usual  theories  as  to  the  distribu- 
tion of  income  is  that  they  ignore  the  prior  determination 
of  the  distribution  of  the  Means  of  Production.  It  ap- 
pears to  me  impossible  to  work  out  a  consistent  and  com- 
plete theory  as  to  rent,  interest,  profits,  and  wages,  with- 
out first  postulating  an  economically  normal  distribution 
of  labor,  skill,  and  capital  upon  the  land.  I  shall  there- 
fore attempt  a  preliminary  sketch  of  this  distribution  in  a 
state  of  economic  equilibrium. 

The  annual  produce  of  an  advanced  industrial  commu- 
nity consists  of  a  complex  aggregate  of  commodities  and 
services,  produced  under  the  most  diverse  conditions, 
varying  indefinitely  in  advantage.  The  soil,  that  great 
mother  of  all  utility,  differs  in  fertility  from  field  to  field 
and  from  mine  to  mine.  The  other  physical  conditions 
of  industry,  such  as  climate,  temperature,  supply  of  sources 
of  energy,  and  the  like,  are  of  equal  variety.  Human 
knowledge  and  skill,  without  which  all  labor  is  in  vain, 
vary  from  individual  to  individual.  Capital  affords  more 
aid  to  the  hands  of  the  laborer  in  one  position  and  in  one 
occupation  than  in  another.  And  other  monopolies,  by 
no  means  wholly  artificial,  interpose,  as  we  shall  see,  to  an 
important  extent,  to  prevent  equality  of  return  to  equiva- 
lent toil.  It  is  this  inequality  of  return  which  is  the 
cause  alike  of  rent,  interest,  and  rent  of  ability ;  and  our 
task  is  now  to  distinguish  them  from  wages  and  from 
each  other. 
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Each  worker  endeavors  to  secure  a  position  in  which 
his  labor  will  be  applied  under  the  most  favorable  circum- 
stances, and  competes  with  his  brethren  throughout  the 
industrial  community  in  a  struggle  for  the  fortunate  op- 
portunities. But  the  operation  of  the  "  law  of  diminish- 
ing return"  prevents  them  all  crowding,  like  flies  on  a 
honey-pot,  to  the  best  site.  Instead  of  the  whole  wealth 
production  being  concentrated  at  one  point,  the  maxi- 
mum net  utility  (that  is,  commodity  in  proportion  to 
**  efforts  and  sacrifices  ")  will  be  found  to  result  from  one 
particular  arrangement  of  labor,  skill,  and  capital  upon 
the  land ;  and  it  is  to  this  particular  distribution  of  these 
elements  that  industrial  communities  must  steadily  tend. 
The  ideally  perfect  arrangement  may  never  be  actually 
reached,  since  it  must  be  itself  constantly  changing  as 
the  complex  conditions  of  international  relations  alter. 
But  the  play  of  economic  forces  causes  a  steady  approxi- 
mation to  this  *•*•  line  of  least  resistance,"  and  it  may  there- 
fore be  assumed  as  the  normal  in  our  theoretic  statement. 

This  normal  distribution  of  the  Means  of  Production, 
producing  the  maximum  return  of  utility  in  proportion 
to  "efforts  and  sacrifices,"  can  be  proved  mathematically 
to  be  that  in  which  the  last  "  dose  "  of  capital,  skill,  and 
human  energy,  applied  at  any  point,  causes  as  great  a 
return  for  equivalent  labor  as  the  last  "dose"  applied 
anywhere  else.  The  distribution  of  the  means  of  produc- 
tion over  the  earth  constantly  tends  to  conform  every- 
where to  this  law  of  "equal  returns  to  the  last  incre- 
ments." 

Of  the  main  factors  in  wealth  production,  one  large 
class  —  the  land  and  the  other  physical  conditions,  such 
as  climate,  temperature,  or  water  power  —  are  fixed,  as 
regards  position  in  space,  so  as  to  ,be  almost  entirely  be- 
yond human  control  in  this  respect.  In  our  industrial 
co-operation,  we  must  therefore  bring  Mahomet  to  the 
mountain,  and  form  the  requisite   ideal  combination   by 
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yarying  the  amount  of  human  energy,  skill,  and  capital 
applied  to  particular  sites.  We  must  of  course  assume, 
in  this  pure  theory  of  economic  distribution,  that  perfect 
frictionless  mobility  and  universal  omniscience  prevail 
throughout  the  industrial  commiinity. 

Human  energy,  in  the  form  of  ordinary  labor  force 
(omitting  for  the  moment  skill  and  capital),  will  obvi- 
ously tend  to  be  so  distributed  upon  the  land  that  the 
return  of  commodities  produced  by  the  last  increment  of 
force  applied  to  any  particular  field  will  yield  just  as  much 
as  it  would  have  done  if  added  to  that  being  applied  to 
any  other  field.  The  return  to  the  first  labor  force  on  the 
fertile  Lothians  will  be  much  greater  than  the  return  to 
the  first  labor  force  applied  to  the  rocky  slopes  of  Ben 
Nevis;  but  it  will  clearly  be  economically  advantageous 
not  to  abandon  increased  cultivation  on  the  Lothians 
until  the  point  is  reached  at  which  the  last  increment  of 
labor  force  produces  no  more  there  than  the  last  incre- 
ment applied  in  the  worst  circumstances  somewhere  else. 
Up  to  that  point,  it  would  be  more  advantageous  for  the 
worker  in  the  worst  circumstances  elsewhere  to  be  trans- 
ferred to  the  as  yet  unexhausted  Lothians;  and  there 
would  be  a  constant  tendency  for  such  transfer  to  take 
place.  '  In  perfect  economic  equilibrium,  the  last  worker 
on  each  field  produces  the  same  amount  of  commodity  per 
working  day. 

It  is  not  less  clear,  though  less  commonplace,  that  skill 
or  industrial  ability  of  every  kind  tends  to  be  distributed 
in  an  analogous  manner.  Its  ideal  economic  distribution 
is  equally  expressed  by  the  law  of  "  equal  returns  to  the 
last  increments."  But,  as  ability  must  always  be  "  fixed 
and  embodied  "  in  particular  human  beings,  and  as  these 
must  each  be  taken  with  the  dSfatU$  de  $e$  qualitSn^  it 
cannot  attain  so  perfect  a  mobility  as  ordinary  labor  force 
or  capital.  Nevertheless,  there  is  a  constant  tendency  for 
as  much  ability  to  be  employed  in  each  industrial  process 
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as  can  be  employed  there  to  greater  advantage  than  else- 
where. So  long  as  the  employment  of  a  more  skilled 
workman  in  any  concern  would  cause  a  greater  increase 
in  the  aggregate  produce  than  is  caused  by  his  employ- 
ment elsewhere,  there  will  be  a  constant  tendency  for  the 
transfer  to  take  place.  The  return  to  the  last  increments 
of  skill  employed  will,  in  economic  equilibrium,  be  equal 
at  all  places  and  in  all  occupations. 

We  are  now  prepared  to  deal  with  the  distribution  of 
capital,  the  only  remaining  factor  in  wealth  production. 
It  can,  I  think,  be  shown  that  this,  too,  is  expressed  by  the 
same  law  of  ^^  equal  returns  to  the  last  increments."  Cap- 
ital will  tend  to  flow  towards  those  opportunities  in  which 
its  use  will  afford  the  greatest  return.  Each  worker  will 
be  able  to  enjoy  the  assistance  of  as  much  as  he  can  effeo- 
tiyely  demand ;  and  the  limit  of  his  effective  demand  is 
reached  when  any  further  addition  to  the  capital  he  uses 
would  not  result  in  so  great  an  increase  of  his  product  as 
that  final  increment  of  capital  would  enable  some  other 
worker  to  produce.  This  limit  is  reached  more  quickly 
in  the  case  of  some  workers  than  of  others ;  but  it  is,  in 
economic  equilibrium,  reached  in  every  case,  since,  until 
this  happens,  there  is  some  worker  in  a  position  to  attract 
additional  capital  to  himself  from  some  other  employer,  by 
ceding  for  its  use  a  larger  product  than  that  employer 
could  afford.  Conversely,  the  limit  cannot  economically 
be  permanently  overpassed  in  any  case,  since,  otherwise, 
the  product  caused  by  the  use  of  the  last  increment  of 
capital  would  not  be  equal  to  what  that  portion  would 
produce  if  applied  elsewhere.  The  worker  who  could 
thus  employ  it  to  greater  advantage  would  be  able  to  cede 
a  larger  product  for  its  use  than  its  former  user  could 
afford  to  cede.  We  shall  see  hereafter  that  this  equality 
of  return  to  the  last  increments  of  capital  is  the  true  form 
of  the  ordinary  dictum  that  "  profits  tend  to  an  equality," 
so  mercilessly  exposed  by  Professor  Cliffe  Leslie. 
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The  combination  of  the  factors  of  production  in  a  state 
of  economic  equilibrium  may  therefore  be  declared  to  be 
such  that  the  last  increments  of  labor  force,  skill,  and 
capital  in  use  at  any  point  cause  exactly  as  great  an 
increase  in  the  aggregate  produce  as  those  last  increments 
of  the  factors  cause  which  are  in  use  at  any  other  point. 

We  are  now  in  a  position  to  determine  the  normal  dis- 
tribution of  the  product  of  a  community  in  economic 
equilibrium. 

We  start  from  the  "  margin  of  cultivation,"  where  ordi- 
nary labor  force  is  employed  on  the  worst  land  in  use. 
We  must,  at  the  same  time,  select  the  corresponding 
instance  as  regards  skill  and  capital,  so  that  we  may 
assume  as  the  datum-line  the  worker  using  the  minimum 
of  skill  and  capital,  engaged  in  wealth  production  under 
the  most  unfavorable  circumstances.  It  is  obvious  that* 
the  return  to  his  labor  is  the  measure  of  the  wages  of 
similar  workers  throughout  the  community.  They  do  not 
receive  more,  because,  if  they  did,  our  contemplated  worker 
would  abandon  his  outpost  on  the  margin  of  cultivation, 
to  go  and  compete  with  them.  They  do  not  receive  less, 
or  they  would  leave  their  positions  to  take  up  farms 
alongside  of  him.  His  produce  includes  no  economic 
rent  either  for  land  or  skiU,  for  he  has  none  of  either 
which  others  covet;  and,  though  theoretically  it  may 
include  a  trifle  of  interest  for  his  minimum  of  capital, 
we  may  ignore  this  as  merely  equivalent  to  that  "  gratui- 
tous capital,"  such  as  roads,  pavements,  and  policemen, 
elsewhere  provided  free  of  charge  to  other  producers. 

We  accordingly  reach  here  a  standard  of  what  it  will  be 
convenient  to  call  "  economic  wages,"  to  be  defined  as  the 
return  to  the  labor  of  the  ordinary  unskilled  worker,  with 
the  minimum  of  capital,  on  the  worst  soil  at  that  time  in 
use,  and  in  the  worst  natural  circumstances.  This  is  the 
true  "margin  of  cultivation,"  on  which  all  economic 
deductions  depend.     To  this  normal  level  the  wages  of  all 
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unskilled  workers  tend  to  come ;  and  from  this  economic 
datum-line  the  extra  produce  known  variously  as  rent, 
interest,  wages  of  superintendence,  or  generally  as  profits 
or  surplus  value,  must  be  computed. 

Assuming,  as  Ricardo  and  apparently  Karl  Marx  always 
did,  an  entirely  unregulated  increase  of  population,  it  is 
evident  that  this  "economic  wages"  is  coincident  with 
Ricardo's  natural  or  normal  wages,  and  with  the  wages 
worked  out  by  Marx  as  the  inevitable  result  of  capital- 
ism; that  is  to  say,  the  minimum  produce  upon  which 
the  average  unskilled  laborer  will  maintain  himself  suffi- 
ciently long  to  rear  a  generation  to  replace  him.  If,  at  any 
moment,  the  "economic  wages"  should  be  in  excess  of 
this  minimum,  the  resulting  rapi  ncrease  of  population 
would  force  the  worst  laborers  into  still  worse  positions 
beyond  the  former  "margin,"  where  the  return  to  their 
work  would  not  be  so  great.  If,  on  the  other  hand,  it 
fell  below  the  minimum,  there  would,  ex  hypothesis  be  a 
diminution  of  population,  which  would  allow  the  worst 
surviving  laborer  to  move  to  more  advantageous  surround- 
ings left  vacant  by  this  modern  "  Black  Death." 

Even  Marx,  however,  did  not  assert  these  "normal 
wages  "  to  be  invariable.  The  minimum  requirements  of 
the  laborer  were  admitted  by  him  to  vary  with  his  intel- 
lectual and  moral  condition,  and  to  be  capable  of  change. 
It  seems  now  more  correct  to  say  that  the  amount  of  the 
"  economic  wages  "  determined  by  the  position  of  the  mar- 
gin of  cultivation  is  only  one  of  the  factors  on  which 
variations  of  population  depend,  and  that  the  position  of 
the  margin  of  cultivation  is  itself  partly  determined  by  the 
"  standard  of  comfort,"  which  each  social  grade  does  not 
willingly  abandon.  Yet  much  truth  unfortunately  still 
remains  in  the  Ricardian  and  Marxian  theory.  The  in- 
voluntary check  on  population  constantly  exercises  its 
frightful  influence,  especially  on  the  infantile  death-rate. 
The  death-rate  of  infants  in  Bethnal  Green  is  twice  that 
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in  Belgravia.  If  the  iron  hand  of  capital  be  uplifted  ever 
80  little,  so  that  market  wages  rise  above  normal,  fewer  of 
the  families  of  the  crowded  toilers  succumb  to  the  misery 
of  their  lot ;  and  the  number  of  their  class  automatically 
rises,  so  as  quickly  to  bring  down  wages  again.  This  in- 
Yoliintary  and  automatic  action  is  a  potent  factor  in  keep- 
ing down  unskilled  wages  to  the  minimum  level  in  the 
slums  of  our  great  cities.  It  is  the  economic  form  of  Mr. 
Walter  Besant's  "  law  of  elevenpence  ha'penny." 

It  is  unnecessary  here  to  pursue  the  subject  of  market 
wages  as  compared  with  normal,  or  of  the  different  remun- 
eration of  the  various  grades  of  labor.  It  must  sufiBce  to 
say  that  ^^  normal  wages  "  underlie  them  all,  and  that  any 
variations  from  this  level  are  but  the  result  of  economic 
monopoly,  temporary  or  durable,  in  which  other  laborers 
do  not  share. 

It  is,  however,  worth  noticing  how  far  the  wages  class 
extends.  For  economic  purposes,  the  share  of  product  '. 
(abstraction  being  made  of  all  "  rent  of  ability  "  or  other 
monopoly  gains)  which  remunerates  the  "  efforts  and  sac- 
rifices "  of  all  persons  who  actually  co-operate  in  produc- 
tion, must  be,  in  the  theory  of  distribution,  called  wages. 
The  separation  from  one  another  of  the  several  grades  of 
workers  has,  here  as  elsewhere,  tended  to  obscure  the  uni- 
formity in  character  of  all  the  productive  classes,  which 
was  dwelt  upon  by  Jevons.  "  Masters  "  have  been  in  the 
habit  of  receiving  not  "wages"  alone,  but  "profits," 
which,  besides  "  rent  of  ability,"  include  interest  and  often 
land  rent.  "  Men,"  on  the  other  hand,  often  receive  much 
"rent  of  ability"  with  their  "economic  wages."  Invent- 
ors usually  receive  not  wages,  but  payments  for  royalties  j^ 
and  licenses.  Accumulators  of  social  capital  generally 
obtain  as  such  no  more  for  their  services  than  absolutely 
idle  inheritors ;  that  is,  interest  forever  on  the  capital  be- 
longing to  them.  But  we  must  not  be  misled  by  this  con- 
fusion of  names  or  characters.    The  services  of  all  those 
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I  who  personally  assist  the  production  of  utility  form — as 
\  Jevons  pointed  out  —  economically  one  great  class,  as  op- 
/  posed  to  those  who  do  not  contribute  to  social  production. 
I  The  best  terms  for  the  remuneration  of  these  services 
i  appear  to  be  "rent  of  ability"  and  "economic  wages,** 
since  the  other  persons  must  live  on  tribute  of  some  kind, 
usually,  in  fact,  upon  economic  rent  or  interest. 

This  conception  of  society  is  assisted  by  the  develop- 
ment of  modem  industry.  Managers  tend  more  and  more 
to  be  paid  by  salary  in  some  vast  concern,  instead  of  per- 
sonally taking  the  "profits"  of  a  small  one.  Such  in- 
dustrial leviathans  now  employ  their  own  inventors,  at 
regular  wages,  to  invent  and  design  for  them.  If  these 
industrial  monsters  do  not  yet  engage  persons  at  weekly 
wages  to  accumulate  capital  for  them,  it  is  because  their 
command  of  surplus  value  makes  abstension  from  imme- 
diate consumption  an  easy  task,  not  worth  escaping  by 
any  such  "  vicarious  atonement." 

With  these  explanations,  we  may  now  leave  the  share  of 
the  aggregate  social  produce  to  be  known  as  "economic 
wages."  It  may  be  summarily  defined  as  the  amount  of 
produce  produced  by  the  worker  at  the  margin  of  cultiva- 
tion with  the  minimum  capital  and  skill,  multiplied  by 
the  number  of  persons  actually  assisting  in  social  produc- 
tion of  utility  in  any  form,  whatever  the  social  rank  or 
grade. 

But  it  is  in  the  classification  of  the  remainder  of  the 
aggregate  produce  that  the  interest  of  the  problem  chiefly 
lies.  That  there  is  any  product  over  and  above  "eco- 
nomic wages,"  as  above  defined,  is  obviously  due  to  the 
fact  that  man  labors  with  varying  degrees  of  efficiency. 
On  the  "  margin  of  cultivation,"  without  skill  or  capital, 
the  whole  of  the  product  is  "  economic  wages."  Any 
larger  product  obtained  elsewhere  by  an  equivalent 
amount  of  labor  must  be  the  result  of  the  employment  of 
more  advantageous  land,  of  more  effective   labor,  or  of 
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capital.  According  as  it  can  be  ascribed  to  one  or  the 
other  of  these  causes,  ^^  surplus  value  "  must  be  allotted  to 
land  rent,  to  the  so-called  ^^  rent  of  ability,"  or  to  what  is, 
in  an  economic  sense,  interest,  however  widely  it  may 
differ  from  the  actual  payment  for  the  hire  of  capital  in 
the  market  at  any  particular  moment. 

Now,  as  regards  the  extra  produce  over  that  at  the  mar- 
gin of  cultivation,  which  is  due  to  greater  advantages  of 
site,  there  is  no  difficulty.  President  Walker  has  himself 
well  demonstrated  how  all  the  various  differences  £all 
under  the  head  of  "  economic  rent."  He  will  be  prepared 
to  include  in  this  term  all  advantages  permanently  fixed 
to  any  ^'  immovable,"  and  doubtless  also  to  extend  it  to 
those  derived  from  unchangeable  and  durable  forms  of 
capital,  such  as  ships  and  some  heavy  machinery. 

We  are  also  enabled  to  put  aside  the  extra  produce  due 
to  the  superior  skill  or  ability  of  the  worker,  over  and 
above  the  commonest  unskilled  laborer.  President  Walker 
has  shown  how  this  extra  produce,  due  to  the  superior 
ability  of  the  mechanic,  foreman,  manager,  doctor,  or 
statesman,  is  a  real  economic  rent,  to  be  called  ^^  rent  of 
abiUty."  * 

But  there  is  still  variation  in  the  product  of  equal  labor 
iinder  different  circumstances,  even  after  allowing  for  the 
economic  rent  of  "  land  "  and  "  ability."  In  our  complex 
modem  industry,  we  cultivate  other  things  as  well  as  land, 
and  know  how  to  create  value  at  several  removes  from 
the  mother  earth.  The  use  of  capital  enables  the  worker 
to  produce  more  than  he  otherwise  could,  in  a  degree 
varying  with  the  particular  industry  and  with  the  circum- 

*It  may,  howerer,  be  submitted  for  perfect  aoouraoy  that  it  is  only 
'"  within  the  limits  of  the  same  trade  or  profession,"  or  at  most  within  com- 
peting gronps,  that  the  normal  remwieration  is  exactly  proportionate  to  the 
relatiye  ability  as  compared  with  that  of  the  worst  worker.  As  between 
workers  in  what  Caimes  called  "non-competing  groups,"  the  remuneration 
**of  the  worst  worker  in  each  will  vary  in  proportion  to  the  relatire  final 
utility"  of  those  kinds  of  labor, — a  conclusion  not  differing  in  result  from 
Caimee's  "  Law  of  Reciprocal  Demand,"  but  not  exactly  in  accordance  with 
the  pure  **  rent  of  ability  "  doctrine. 
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stances  of  industrial  development.  This  surplus  is  not 
land  rent  or  "  rent  of  ability,"  for  we  have  already  elimi- 
nated all  resulting  from  these  factors.  It  is  not  wages  so 
long  as  the  worker  in  the  worst  circumstances  is  unsup- 
plied  with  capital  equally  advantageous,  for  his  scanty 
product  determines  "  economic  wages  "  all  over  the  com- 
munity. Surely,  the  best  name  for  this  extra  produce, 
resulting  from  the  use  of  capital  and  the  enjoyment  of 
special  industrial  advantages  not  due  to  superiority  of 
site  or  skill,  will  be  simply  "  economic  interest." 

We  are  now  in  a  position  to  set  forth  the  independent 

definition  of  ^^  economic  interest,"  which  is  necessary  to 

complete  the  theory  of  distribution.     "  Economic  inter- 

I  est "  is  the  amount  of  produce  over  and  above  "  economic 

/  wages "  which  is  obtained  through  the   use   of  capital, 

i  upon  land  at  the  margin  of  cultivation  by  the  skill  of 

i   the  worst  worker  employed  in  the  industrial  conmiunity, 

i   or  upon  better  land  with  greater  skill,  after  deduction  of 

I  the  economic  rent  of  the  land  and  ability.     This  obvi- 

t  ously  exhausts  the  whole  product;  and  this,  not  the  ^^rent 

:  of  ability,"  is  the  real  keystone  of  the  arch. 

It  is  submitted  that  it  is  this  "  economic  interest,"  and 
*  not  the  ordinary  payment  for  loan  capital,  which  must  be 
j  considered  as  a  constituent  element  in  "profits."  Busi- 
j  ness  profits  would  equally  exist  in  a  community  where 
i  borrowing  was  unknown.  Unless  President  Walker  is 
prepared  to  say  that  in  such  a  community  these  "  profits  " 
would  exclusively  consist  of  "rent  of  ability,"  he  must 
admit  that  their  amount  could  not  in  that  case  be  affected 
by  the  "rate  of  interest"  in  the  popular  sense;  for.no 
such  phenomenon  would  be  known. 

It  is  true  that  the  amount  of  "  economic  interest "  to  be 
obtained  from  a  given  quantity  (not  value)  of  capital  is 
an  important  motive  for  the  accumulation  of  that  capital, 
and  that  it  is  possible  that  accumulation  may  diminish 
where   the  result  of  the  use  of  capital  falls  off.     But, 
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unless  it  can  be  proved  that  this  is  the  only  motive  for 
accumulation  (which  it  is  not),  it  is  clear  that  it  cannot 
be  assumed  that  the  supply  of  capital  is  automatically  reg- 
ulated by  the  return  to  be  obtained  from  its  use,  let  alone 
by  the  current  "  rate  of  interest "  on  the  currency  valua- 
tion of  it. 

The  definition  of  ^^ economic  interest"  here  attempted 
enables  another  gap  to  be  filled  in  the  determination  of 
*^  profits,"  which  economists  are  prone  to  overlook.  Profits 
actually  depend,  not  only  on  skill  and  on  the  amount  of 
capital  employed,  but  largely  also  upon  opportunity  and 
chance.  The  constantly  changing  conditions  of  the  in- 
dustrial community  make  the  economic  position  of  every 
member  of  it  to  vary  from  day  to  day.  Mere  priority  and 
proximity  are  constantly  found  to  be  as  effective  guards 
of  temporary  monopoly  as  a  patent  or  a  favorable  site. 
The  profits  of  business  depend  largely  upon  seizing  those 
frequently  recurring  separate  advantages;  and,  though 
this  may  be  claimed  as  an  element  of  business  ability,  it 
is  so  much  a  matter  of  chance  that  many  of  these  ^^  wind- 
falls" must  be  put  down  as  adventitious  advantages  of 
the  possession  of  capital,  in  a  certain  form,  at  a  particular 
point  of  time  and  space.  This  "  rent  of  opportunity " 
forms  a  considerable  part  of  "economic  interest." 

"Economic  interest,"  as  here  defined,  is  expressed  by 
a  law  similar  to  the  Ricardian  law  of  rent.  It  varies 
according  to  the  advantage  of  the  particular  capital  over 
that  minimum  capital  employed  by  the  worker  at  the  mar- 
gin of  cultivation.  That  capital  yields  theoretically  no 
"  economic  interest,"  since  its  amount  is  so  small  that  it  is 
but  the  equivalent  of  capital,  the  use  of  which  is  supplied 
elsewhere  gratuitously  to  all  workers  by  the  community. 
It  may  however  be  objected  that  the  "law  of  rent" 
depends  also  upon  the  existence  of  the  "  law  of  diminish- 
ing return  which  has  been  supposed  not  to  apply  to  man- 
ufacturing industries.     I  venture  to  think  that  this  suppo- 
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i  sition  is  erroneous.  Capital  has  its  ^^  law  of  diminishing 
;  return,"  as  much  as  land.  The  man  of  business  making 
!  good  profits  naturally  tries  to  take  the  fullest  possible 
advantage  of  his  advantageous  opportunity,  and  borrows 
loan  capital  to  increase  his  business.  But  he,  like  the 
farmer  with  his  land,  finds  that,  after  a  certain  not  invariar 
ble  point,  an  addition  of  capital  ceases  to  enable  the  labor 
employed  to  obtain  a  proportionately  increased  return. 
^Jp  to  that  point,  the  increased  economy  in  production  is 
not  counterbalanced  by  disadvantages ;  and  the  iindertak- 
ing  increases.  This  is  equally  true  of  agriculture,  as  the 
farmer  with  insufficient  capital  finds  to  his  cost.  But» 
when  the  point  is  reached,  the  counterbalancing  disadvan- 
tages begin  to  exceed  the  increased  efficiency.  It  is  irre- 
sistibly argued  that,  if  this  were  not  true  of  agriculture, 
we  should  raise  all  our  corn  in  the  one  most  fertile  valley. 
It  may  equally  be  urged  that,  if  it  were  not  true  of  man- 
ufactures, we  should  spin  all  our  cotton  in  the  one  most 
favorably  situated  gigantic  mill.  If  it  were  not  equally 
true  of  distributive  industry,  one  huge  shop  would  supply 
a  city.  There  is  a  certain  limit  to  the  business  which  any 
one  industrial  concern  can  carry  on  to  greater  advantage 
than  its  neighbors.  Beyond  that  point,  although  a  still 
further  increase  would  offer  further  economies  in  estab- 
lishment charges  and  the  like,  it  cannot  apparently  be  ob- 
tained on  remunerative  terms.  It  is  not  want  of  capital, 
or  inability  to  effect  greater  economies,  that  prevents  Mr. 
Whiteley  from  supplying  all  London.  He  may  probably 
have  reached  his  point  of  maximum  economic  "cultiva- 
tion," and,  though  still  maintaining  his  old  superiorities, 
is  unable  to  supply  any  larger  circle  of  customers  to 
greater  advantage  than  his  surviving  competitors.  The 
"  economic  advantage  "  of  a  plot  of  land,  or  a  ship,  or  a 
factory,  is  subject  to  narrower  limits  than  those  set  by  its 
greatest  possible  productivity.  Considerations  of  distance, 
of  local  specialities,  of  difference  in  taste,  and  the  per- 
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sonal  element,  all  combine  in  preventing  the  ^^  one-man 
power  "  in  production.  God  takes  care,  the  child  Goethe 
was  informed,  that  the  trees  shall  not  grow  up  into  the 
sky ;  and  there  is  still  economic  use  for  those  of  our  facto- 
ries, hands  and  brains,  as  well  as  of  our  lands,  which  are 
not  equal  to  the  best  in  their  respective  departments. 
Those  who  are  most  favored  will  produce  the  greatest 
utility,  but  even  the  best  of  all  will  find  a  limit  beyond 
which  the  humblest  may  successfully  compete  with  him. 
Beyond  this  point,  the  "  law  of  diminishing  return  "  be- 
comes effective;  and  though,  for  instance,  there  are  iu 
London  printing  establishments  varying  in  magnitude  from 
the  proprietor  of  a  hundred  machines  down  to  the  jobbing 
compositor  with  his  hand-press,  the  actual  ^^cost  of  pro- 
duction" of  the  last  piece  of  work  performed  by  each 
clearly  tends  constantly  to  a  close  equality,  for  the  various 
businesses  continue  to  compete  with  each  other. 

It  is  in  this  way  that  capitalist  competes  with  capitalist. 
The  statement  is  true  that,  abstraction  made  of  land  and 
ability  rent,  "profits" — that  is,  the  return  to  capital  — 
*'  tend  to  equality " ;  but  it  is  equality  only  of  the  return 
to  the  last  increment  of  capital  employed  in  each  case. 
The  possessor  of  a  prosperous  mine  or  business  does  not 
go  on  increasing  it  beyond  the  economic  "  margin  of  cul- 
tivation" merely  because,  on  an  average  of  the  whole 
capital  employed,  he  could  still  earn  the  market  rate  of 
interest.  He  will  not  borrow  to  extend  his  operations 
unless  the  extension  itself  will  yield  more  than  the  inter- 
est on  the  new  capital  employed  therein.  He,  like  the 
tiller  of  the  soil,  stops  at  the  point  where  further  profit 
would  be  a  relative  loss ;  and  he  thus  maintains  safely  the 
"  economic  interest "  of  the  more  advantageous  earlier 
undertakings. 

We  thus  see  that  the  aggregate  gains  of  business  men, 
like  the  incomes  of  landlords  or  men  of  genius,  in  no  way 
tend  to  equality  either  of  rate  or  of  amount.     They  often 
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consist  in  part  of  the  economic  rent  of  land.  They  are 
made  up  to  a  still  greater  degree  of  the  economic  rent  of 
ability ;  and  they  are  completed  by  "  economic  interest," 
varying  according  to  each  man's  opportunity  and  to  the 
amount  (not  value)  of  capital  his  business  can  effectively 
employ.  There  is  no  "  tendency  to  equality "  in  any  of 
these  items,  and  they  vary  without  reference  to  each  other. 
There  is  accordingly  no  tendency  to  equality  in  their 
aggregates.  The  amoiint  (and  also  the  proportion  of 
surplus  value  to  wages)  varies  in  each  case. 

The  element  of  truth  in  the  "tendency  of  profits  to 
equality  "  lies  in  the  two  facts,  that  loan  capitals,  by  the 
**law  of  indifference,"  will  realize  equal  loan  interests 
when  the  circumstances  as  to  risk  and  other  conditions 
are  equal ;  and  that  in  a  state  of  economic  equilibrium  the 
returns  to  the  last  increments  of  capital,  wherever  applied, 
will  be  equal.  It  may  be  shown  that  these  two  state- 
ments are  equivalent,  and  the  determination  of  the  rate 
of  interest  will  then  be  complete. 

We  have  seen  that  the  capital  of  an  industrial  commu- 
nity in  economic  equilibrium  is  so  distributed  that  the 
last  increment  of  it  will  result  in  a  return  less  than  the 
return  to  any  of  the  earlier  increments.  The  amount  of 
that  last  return  will  depend  upon  the  facts  of  each  com- 
munity,—  upon  the  relative  position  of  the  "margin  of 
cultivation "  of  land,  capital,  and  ability  respectively. 
When  capital  is  relatively  scarce,  so  that  even  the  last  in- 
crement is  applied  upon  fertile  land  and  with  considerable 
ability,  the  return  will  be  great  (and  land  rent  and  rent 
of  ability  will  be  small).  As  capital  increases,  and  the 
"  margin  of  cultivation  "  for  its  employment  retreats,  the 
return  to  the  last  increment  will  be  less  (and  land  rent  or 
rent  of  ability,  or  both,  will  be  greater).  It  may  be 
added  that  "economic  wages,"  dependent  as  they  are 
upon  the  return  to  labor  at  the  absolute  contemporary 
"  margin  of  cultivation,"  may  vary  independently  of  "  eco- 
nomic interest,"  though  not  of  economic  land  rent.     The 
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amount  of  capital  relatively  to  the  amount  of  fertile  land 
and  ability  may  remain  stationary,  while  the  population  is 
increasing.  In  this  case,  ^^ economic  interest"  would  be 
stationary,  while  all  the  other  shares  of  the  product  were 
varying. 

Now,  the  return  to  the  last  increment  of  capital  is  the 
most  that  a  lender  of  capital  can  normally  obtain  for  its 
use.  The  borrower  intends  to  add  the  borrowed  capital 
to  that  which  he  already  employs.  It  then  becomes  itself 
the  last  increment ;  and  its  return,  by  hypothesis  not  ex- 
ceeding the  return  to  the  former  last  increment,  is  the 
measure  of  the  maximum  loan  interest  that  the  borrower 
will  pay.  At  a  loan  interest  a  shade  less  in  amount,  it  will 
pay  him  to  extend  his  business ;  and  he  will  borrow.  At  a 
shade  more,  he  will  prefer  to  stand  on  the  old  lines.  The 
normal  amount  of  loan  interest  will  therefore  be  the  return 
to  the  last  increment  of  capital  within  the  community; 
and,  by  the  law  of  "indiflference,"  this  will  tend  to  equal- 
ity throughout  the  community.  If  this  return  induces 
an  increase  of  capital,  the  effect  upon  ^4oan  interest" 
depends  upon  the  facts  of  the  community.  If  all  the  addi- 
tional capital  can  be  employed  so  as  to  produce  a  retiu'n 
only  fractionally  less  than  the  return  to  the  previous  "  last 
increment,"  the  normal  loan  interest  will  fall  only  to  that 
small  extent,  however  much  the  increase  of  capital  may 
be.  If  it  produces  more  (e.^.,  by  a  simultaneous  increase 
of  ability  or  improved  fertility),  the  normal  loan  interest 
will  rise,  in  spite  of  the  increase  of  capital.  These  ten- 
dencies usually  coexist,  and  the  normal  loan  interest  is 
the  resultant. 

We  have  hitherto  spoken  of  the  amount  of  interest,  and 
not  the  rate.  The  return  to  capital  is  not  currency,  but 
commodities.  The  valuation  of  the  capital,  and  the  valu- 
ation of  the  commodities  obtained  by  its  use,  is  an  entirely 
different  and  subsidiary  problem,  not  affecting  the  prin- 
ciples of  distribution.  The  American  railways  do  not 
produce  more  utility  because  their  stock  is  "watered": 
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the  amount  of  capital  and  the  return  to  that  capital  re- 
main unafiPeoted  by  even  the  most  ingenious  of  book- 
keeping transactions.  The  real  inducement  to  save  the 
amount  of  capital  called  £100  is  not  a  nominal  rate  per 
cent..,  but  (among  other  objects)  the  amount  of  commodi- 
ties to  be  obtained  by  its  use ;  and  this  depends  in  no  way 
upon  the  number  of  pieces  of  metal  or  paper  at  which  the 
capital  and  the  interest  may  be  assessed. 

If  these  views  be  correct,  the  principles  upon  which  the 
economic  classification  of  the  produce  must  be  determined 
are  complete  and  mutually  consistent.  The  amount  of 
produce  obtained  by  the  labor  of  the  man  at  the  margin 
of  cultivation,  with  the  minimum  capital  and  ability,  sets 
the  standard  of  normal  wages  throughout  the  community. 
The  excess  produced  owing  to  the  greater  advantages  of 
better  land  is  economic  rent  of  land.  The  excess  pro- 
duced owing  to  the  employment  of  more  skilled  workers 
is  rent  of  ability.  The  excess  produced  owing  to  the 
employment  of  capital  (including  the  occasional  gains  due 
to  temporary  monopoly  or  other  commercial  advantage) 
should  be  called  "economic  interest."  The  three  latter 
elements  all  follow  the  "  law  of  diminishing  retui'n,"  and 
depend  upon  the  position  of  the  "  margin  of  cultivation  " 
of  land,  ability,  and  capital  respectively ;  and  this  position 
results  from  the  economic  facts  of  the  particular  commu- 
nity at  any  given  time. 

If  this  theory  be  correct,  it  is  evident  that  along  with 
"  profits  tend  to  equality  "  must  go  several  other  cherished 
principles  of  the  orthodox  economics  in  the  fields  of  taxa- 
tion, wages,  and  profits.  Those  economists  who  are  land 
nationalizers  may  find  themselves  drawn  closer  to  their 
socialist  colleagues.  The  influence  of  the  progress  of 
industrial  organization  on  profits  and  wages  will  need 
serious  reconsideration.  But  all  these  matters  must  be 
left  to  abler  and  more  leisured  investigators. 

Sidney  Webb, 

Lecturer  on  Economics  at  the  City  of  London  College, 


NOTES  AND  MEMORANDA. 


The  article  by  President  Walker,  on  the  "  Theory  of  Busi- 
ness Profits,"  printed  in  the  third  number  of  this  Journal  for 
last  year,  has  called  forth  the  criticism  and  discussion  which 
its  author  expected,  and  indeed  invited,  and  has  proved  to 
be  a  valuable  stimulus  to  the  fresh  examination  of  some  of 
the  fundamentals  of  economic  theory. 

President  Walker's  reply  upon  some  of  the  points  brought 
forward  in  the  debate  we  are  obliged  to  postpone  for  publica- 
tion in  our  April  number. 


Wb  understand  that  the  result  of  the  well-known  labors  of 
Mr.  W.  M.  Grosvenor  on  prices  will  be  the  production  of  two 
volumes,  one  covering  the  comparison  of  prices  from  January, 
1860,  to  the  present  time,  and  the  other  reviewing,  as  far  as 
practicable,  the  course  of  prices  before  1860.  Of  these  vol- 
umes, the  first  is  well  advanced,  and  it  is  hoped  may  be 
brought  out  in  the  course  of  the  coming  summer.  The  pub- 
lication will  be  looked  for  with  great  interest ;  for,  besides  the 
fact  that  the  student  has  to  content  himself  with  unsatis- 
factory  material  in  investigations  involving  a  comparison  of 
American  prices,  it  is  well  known  that  Mr.  Grosvenor  regards 
the  ordinary  method  of  comparison  as  fatally  defective,  and 
that  he  attempts  to  apply  one  of  his  own,  resting  upon  scien- 
tific considerations  of  no  small  importance. 


The  death  of  Dr.  Wiss,  late  editor  of  the  Vterteffahrschri/t 

far  Volksunrthschc^ft  of  Berlin,  has  led  to  an  arrangement 

under  which  Dr.  Karl  Braun  now  appears  as  editor  of  the 

periodical,  which  has  so  long  represented  the  old  school  in 

German  economics. 


It  is  announced  that  the  sixth  series  of  Johns  Hopkins  Uni- 
versity Studies  in  History  and  Political  Science  will  consist  of 
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a  valuable  collection  of  papers  on  Co-operation  in  the  United 
States,  prepared  under  the  care  of  Dr.  Ely.  Of  these  papers, 
several,  by  Drs.  Bends,  Shaw,  and  Warner,  have  already 
appeared  in  the  publications  of  the  American  Economic  Asso- 
ciation ;  and  the  entire  collection,  covering  the  United  States, 
and  bringing  together  the  results  of  careful  research,  will  pre- 
sent an  important  mass  of  facts  in  the  history  of  co-operation 
in  this  country,  of  which  no  student  can  fail  to  appreciate  the 
high  value. 


Mb.  EdwaiId  Atkinson's  report  on  the  prospects  of  bime- 
tallic legislation  in  Europe,  which  has  been  submitted  to  the 
Senate  by  the  State  Department,  hardly  makes  a  positive  con- 
tribution to  our  knowledge  of  the  situation.  Still,  it  will 
doubtless  be  of  service  in  making  more  clear  the  practical 
impossibility  of  an  international  agreement  for  the  coinage  of 
silver.  Mr.  Atkinson  lays  special  stress  on  the  fact  that  at 
present  the  difference  between  our  ratio  and  that  of  the  coun- 
tries of  the  Latin  Union  is  an  insuperable  obstacle  in  the  way 
of  such  an  agreement.  It  is  interesting  to  note  also  that  he 
believes  that  the  demand  for  silver  at  its  present  price  is  fully 
up  to  the  supply,  and  that,  without  further  legislation,  its 
price  is  likely  to  rise  rather  than  fall. 

Students  of  economics  will  be  indebted  to  Mr.  Atkinson  for 
the  valuable  appendices  which  he  has  caused  to  be  added  to 
his  report.  These  will  contain  the  paper  by  Professor  Greven 
on  the  monetary  experience  of  Holland,  which  was  printed 
in  the  last  issue  of  this  Jowmcd;  several  statements  from 
geologists  as  to  the  probable  future  production  of  gold  and 
silver;  and,  not  least  important,  a  translation  of  the  second 
edition  of  Professor  Soetbeer's  MoUerialien  on  the  silver  ques- 
tion. This  great  collection  of  materials  —  the  fruit  of  great 
skill  and  extraordinary  diligence  —  will  now  be  accessible  in 
convenient  form.  Mr.  Atkinson's  report  will  be  printed  as  a 
Senate  Executive  Document,  and  therefore  will  be  obtainable 
through  senators.  It  will  also  be  printed  as  one  number  of 
the  Consular  Reports,  which  are  issued  by  the  Bureau  of  Star 
tistics  of  the   State  Department,  and  in  this  form  will  be 
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* 

distributed  by  Mr.  Worthington  C.  Ford,  the  chief  of  the 
Bureau.* 


The  Secretary  of  the  Treasury,  calling  the  attention  of 
Congress,  in  his  Finance  Report,  to  the  difficulty  and  perhaps 
impossibility  of  continuing  to  invest  the  whole  of  the  surplus 
in  purchases  of  government  bonds,  makes  some  remarks  on 
the  sinking  fund,  which  have  a  less  firm  tone  than  that  which 
characterizes  his  report  generally :  — 

I  am  not,  however,  at  present  disposed  to  reoommend  the  repeal  of 
the  sinking-fund  requirements  of  the  present  laws.  It  is  probable  that 
the  command  of  these  laws  can  only  be  obeyed  at  heavy  cost;  but,  never- 
theless, it  is  better  and  more  wholesome  that  the  country  should  each 
year  continue  to  devote  such  sum  as  they  require  to  the  extinguishment 
of  as  much  of  the  interest-bearing  debt  as  can  be  parchased  therewith. 
At  least,  the  experiment  should  be  faithfully  tried  until  it  is  demon- 
strated to  be  a  failure. 

As  the  sinking-fund  requirements,  established  by  the  act  of 
February  25, 1862,  have  uniformly  been  regarded  as  part  of 
a  contract  with  the  public  creditors,  and  never  as  an  experi- 
ment or  a  method  to  be  practised  or  discontinued  at  the  pleas- 
ure of  the  government,  it  is  to  be  hoped  that  no  secretary  will 
ever  feel  "  disposed  to  recommend  their  repeal."  They  are  to 
be  maintained,  even  at  heavy  cost,  not  only  because  they  are 
wholesome,  but  as  a  matter  of  public  faith.  The  public  credit 
no  longer  needs  the  support  which  a  sinking  fund  was  sup- 
posed likely  to  give  it,  but  the  time  never  comes  when  a 
nation  can  afford  to  make  a  precedent  by  allowing  in  its  own 
finances  what  it  would  not  allow  in  those  of  a  corporation 
under  its  control. 


In  the  closing  number  of  the  Tubingen  Zeitschrift  for  1887, 
Professor  Adolph  Wagner,  in  a  second  article  on  "Finanz- 
wissenschaft  und  Staatssozialismus,"  having  occasion  to  notice 
L^n  Say's  Ze  Sociaiisme  d*]6tat  takes  the  opportunity  to  cor- 

•  A  limited  number  of  copies  of  the  report  are  to  be  at  the  disposal  of  F.  W, 
TauttiQt  CanUrridge,  Mom.,  who  will  be  glad  to  send  them  to  teachers  and  sto- 
dents  of  economic  subjects.  Applications  should  be  accompanied  by  postage 
stamps  for  fifteen  cents. 
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rect  an  observation  made  by  Say  respecting  Wagner's  relations 
to  Prince  Bismarck.  The  correction  in  Wagner's  opinion,  al- 
though not  necessary  for  German  readers,  may  have  some 
interest  for  others :  — 

Say  calls  me  the  **  theorixer"  of  the  Bismarckian  solution  of  the  social 
question  by  means  of  compulsory  insurance;  and,  elsewhere,  I  am  styled 
the  very  spiritus  rector  of  the  Imperial  Chancellor  in  this  field.  The 
Imperial  Chancellor  needs  nothing  of  the  sort,  and  is  well  known  as  a 
man  not  specially  accessible  to  the  theoretical  views  of  others,  although 
he  has  a  good  share  of  the  ''German''  *' doctrinaire  vein,"  and  of  the 
tendency  to  generalization, — as  is  shown,  for  example,  by  his  imperfect 
theory  tiiat  the  Import  duties  are,  in  brief,  borne  by  foreigners.  At  all 
events,  I  have  personally  not  had  the  honor  of  being  Bismarck's  "theo- 
rizer,"  and  have  done  nothing  to  cause  such  an  incorrect  idea  to  be 
entertained  by  anybody.  In  his  "theoretical  idea,"  which  I  hold  to  be 
the  Chancellor's  best  and  greatest,  of  devoting  the  profits  of  a  tobacco 
monopoly  as  a  pairimonium  pauperwUf — a  ''  patrimony  of  the  disinher- 
ited," — for  the  support  of  workingmen's  insurance,  it  was  the  powerful 
practical  man  from  whom  I,  the  theorist,  received  and  learned  some- 
thing. In  this  matter,  then,  there  was  not  the  reverse  relation  between 
ns,  as  hJas  been  falsely  represented;  for  this  ''idea,"  so  far  as  I  know, 
sprang  solely  from  the  Imperial  Chancellor,  from  whom  I  at  least  first 
received  it.  I  had  only  discussed  some  related  ideas  of  expending  the 
product  of  indirect  taxes  on  consumption,  such  as  bear  especially  upon 
the  lower  classes  by  action  on  prices,  for  public  purposes  of  special  ben- 
efit for  these  classes. 


Thb  JBuSeHn  de  Statiatique  for  November  contains  the  text 
of  the  measures  by  which  the  French  government  has  just 
effected  the  so-called  conversion  of  about  826,000,000  francs 
of  4J  per  cents,  and  11,000,000  of  48  into  3  per  cents.  The 
operation,  which  included  a  disguised  loan,  was  as  follows :  — 

The  holder  was  offered  either  reimbursement  at  par,  or  the 
exchange  of  his  securities  for  an  equivalent  capital  in  3s 
allotted  to  him  at  80.  K  he  chose  the  latter  alternative,  he 
could  also  subscribe  for  enough  38  at  81.1  to  bring  up  his  in- 
come to  its  old  amount.  Thus,  the  holder  of  10,000  francs 
nominal  capital  in  the  4^  per  cents.,  producing  an  income  of 
460  francs,  had  the  right  to  10,000  francs  in  3s  at  80,  making 
a  nominal  capital  of  12,600  and  yielding  376  francs  per  annum, 
and  could  also  subscribe  for  2,500  in  38  at  81.1,  yielding  75 
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francs  per  annum,  and  making  his  total  income  450  as  before. 
The  rates  fixed  for  the  8s  were  low  enough  to  bring  in  for 
exchange  nine-tenths  of  the  4^  per  cents,  and  48. 

This  operation,  of  which  the  exact  results  are  not  yet  at 
hand,  did  not  alter  the  annual  interest  charge  of  the  debt,  but 
carried  up  a  nominal  capital  of  about  840,000,000  francs  to  the 
neighborhood  of  1,250,000,000  francs,  and  destroys  the  pos- 
sibility pro  tanto  of  any  real  conversion  in  the  future.  The 
inducement  for  this  sacrifice  was  the  210,000,000  or  so  in 
ready  cash,  paid  in  for  new  3  per  cents.  The  precedents  for 
this  improvident  transaction  are  the  similar  operation  by  M. 
Fould  in  1862,  and  the  exchange  of  the  Morgan  loan  in  1875. 
See  Labeyrie,  CofiverHon  de  JHentes^  414,  451. 


POLITICAL  ECONOMY,  OLD  AND  NEW. 

[Professor  Edward  Caird,  of  Glasgow,  in  a  lecture  given  in  Lon- 
don, October  9, 1887,  summed  up  the  debate  between  the  old  school 
in  political  economy  and  the  new,  in  the  following  striking  passage, 
for  which  our  readers  are  indebted  to  a  friend  who  was  able  to  tran- 
scribe it  from  Professor  Caird's  manuscript :  — ] 

Of  late  years,  the  old  political  economy  has  been  much  criti- 
cised ;  and  there  has  been  a  disposition  to  follow  some  eminent 
authorities  in  relegating  it  to  Jupiter  or  Saturn.  Moreover, 
the  old  school  has  been  attacked  by  two  new  schools,  the  his- 
torical and  the  socialist  or  semi-socialist  schools  of  political 
economy,  who  have  brought  a  formidable  battery  of  criticism 
to  bear  upon  its  defects.  Poor  Adam  Smith  has  had  the  hard 
fate  of  having  his  doctrines  set  up  to  be  attacked  in  Germany 
under  the  awful  name  of  Smithianismus,  Now,  I  do  not  deny 
that  there  is  a  good  deal  of  truth  in  some  of  the  objections 
brought  by  such  writers,  or  that  the  old  economists  often 
stated  absolutely  doctrines  which  require  to  be  accepted  with 
many  limitations.  I  admit  that  they  had  not,  as  no  one  before 
this  century  ever  had,  a  sufficient  grasp  of  the  great  idea  of 
development.  Hence,  they  took  man  as  a  being  who  had 
always  been  exactly  what  he  had  come  in  the  eighteenth  cen- 
tury to  be ;  nor  did  they  see  how  much  he  had  changed  and 
was  changing  under  new  conditions.    Finally,  they  were  poft- 
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sessed  too  exclusively  by  the  individualistic  tendency;  they 
were  full  of  the  idea  of  individual  liberty,  and  thought  com- 
paratively little  of  social  unity.  At  the  same  time,  their  work 
was  genuine  so  far  as  it  went :  it  produced  results  which  will 
be  undervalued  only  by  those  who  do  not  understand  them, — 
results  which  may  require  modification,  but  which  no  econom- 
ical student  can  ever  neglect  with  impunity.  Those  who 
pennit  themselves  to  be  earned  away  by  the  prevailing  ten- 
dencies of  the  present  time,  and  do  not  thoroughly  study  the 
old  economical  work,  as  well  as  the  best  modem  interpreters 
of  it,  will  never  do  much  good  in  building  up  the  economy  of 
the  future.  They  will  simply  be  parts  of  that  mob  which  is 
always  carried  away,  at  every  time,  by  the  popular  abstraction, 
and  which  cries  out  to-day  for  social  unity,  as  a  century  ago  it 
cried  out  for  individual  liberty.  Non  tali  auxilio  nee  de/en- 
aofibus  istia:  it  is  not  out  of  such  stuff  that  those  are  made 
who  will  act  and  write  not  as  blind  partisans,  but  so  as  to 
cast  a  new  reconciling  light  upon  the  confused  conflict  of 
social  forces.  Speaking  to  students  of  economy,  I  think  I  am 
giving  the  most  valuable  of  counsels  when  I  tell  them  not  to 
think  that  they  will  increase  the  illumination  by  selling  their 
old  lamps  for  new,  but  to  remember  that  he  who  would  make 
permanent  additions  to  the  stock  of  human  knowledge  must 
thoroughly  know  what  has  been  done  already.  For  the  future 
belongs  to  those  who  thoroughly  appreciate  the  achievements 
of  the  past. 

On  the  other  hand,  this  being  granted,  it  is  equally  true  that 
the  economical  work  of  the  great  writers  of  the  last  generation 
cannot,  any  more  than  their  ethical  work,  be  regarded  as  final. 
Partly,  as  I  have  said,  their  method  was  too  abstract ;  partly, 
also,  the  conditions  of  our  social  organization  are  changed. 
The  very  gigantic  scale  of  modern  industry  brings  with  it 
something  socialistic,  or  it  gives  rise  at  least  to  necessity  for 
social  control,  which  was  not  felt  so  much  when  commercial 
enterprise  was  confined.  What  is  perhaps  still  more  impor- 
tant, the  sense  of  social  responsibility  has  been  growing  in  a 
way  which  makes  it  impossible  to  isolate  the  economical  prob- 
lem from  the  ethical,  as  the  tendency  formerly  was  to  isolate 
it.    I  do  not  think  it  will  be  possible  henceforth  to  separate 


NOTES  AND  MEMOS  AND  A  215 

political  economy  from  the  general  study  of  politics,  or  to  dis- 
cuss the  laws  of  the  production  and  distribution  of  wealth 
apart  from  the  consideration  of  the  relation  of  the  distribution 
of  wealth,  and  the  modes  of  distributing  it,  to  other  elements 
of  social  well-being.  The  abstraction  of  science  will  always  be 
necessary  for  thorough  knowledge  of  economy,  as  of  every- 
thing else;  but,  when  we  isolate  parts  of  human  existence,  it 
is  more  important  than  in  relation  to  any  other  subject  to 
remember  that  we  are  abstracting,  and  that  we  are  dealing 
with  fragments  of  a  whole,  of  which  no  final  account  can  be 
given  by  anatomy.  The  practical  value  of  the  social  science 
of  the  future  will  depend  not  only  on  the  way  in  which  we 
break  up  the  complex  problem  of  our  existence  into  manage- 
able parts,  but  as  much,  and  even  more,  upon  the  way  in  which 
we  are  able  to  gather  the  elements  together  again,  to  see  how 
they  act  and  react  upon  each  other  in  the  living  movement  of 
the  social  body. 


EXTENSION  OF  GERMAN  INSURANCE  LEGISLATION. 

In  the  last  issue  of  this  Journal  (p.  133),  reference  was  made 
to  a  bill  in  course  of  preparation  in  Germany,  by  which  the 
system  of  compulsory  insurance  was  to  be  extended  so  as  to 
provide  pensions  in  case  of  old  age  or  disability.  At  present, 
provision  is  made  only  for  the  contingencies  of  accident  and 
sickness ;  but  it  has  been  the  intention  from  the  outset  to  care 
also  for  the  laborer  when  permanently  disabled  or  enfeebled 
by  old  age.  An  important  step  towards  this  completion  of 
the  system  has  been  taken  by  the  preparation  of  a  careful  bill, 
published  in  the  Norddeutsche  AUgemeine  Zeititngj  and  likely 
soon  to  be  submitted  to  the  Reichstag. 

The  new  bill  proposes  to  make  use  of  the  JBertAfsgenossen- 
schaften^  or  employers'  associations,  which  are  established 
already  for  the  purpose  of  carrying  and  administering  insur- 
ance against  accident,  and  to  call  on  them  to  manage  the  new 
pension  system.  Their  pension  account,  of  course,  is  to  be 
kept  separate  from  the  accident  account ;  but  there  is  an  obvi- 
ous saving  of  expense  by  utilizing  the  existing  machinery.  As 
in  the  acts  for  insurance  against  sickness  and  accident,  all  hired 
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^^  laborers,  assistants,  joameymen,  apprentices,  and  servants  '* 
are  to  be  insured;  and  the  line  at  which  persons  are  sap- 
posed  to  be  likely  or  able  to  provide  for  their  own  future 
is  again  drawn  at  administrative  officers  earning  2,000  marks 
per  year  or  more.  The  means  for  paying  the  pensions,  how- 
ever, are  secured  in  a  manner  somewhat  different  from  that 
of  the  existing  acts.  For  accident  insurance,  it  will  be  remem- 
bered the  employers  now  contribute  the  whole  amount.  For 
sick  insurance,  they  pay  one-third,  while  two-thirds  are  de- 
ducted from  wages.  For  pensions,  it  is  proposed  that  the 
employers  shall  pay  one-third,  another  third  is  to  be  deducted 
from  wages,  the  last  third  is  borne  by  the  imperial  treasury. 
But  the  empire  bears  no  share  of  the  running  expenses;  it 
pays  simply  one-third  of  the  total  pension  payments  accruing 
each  year.  The  pensions  are  to  be  120  marks  ($30)  per  year 
in  case  of  old  age,  and  in  case  of  disability  are  to  vary  from 
120  marks  to  250  marks  (from  $30  to  $62.50),  the  sum  varying 
according  to  the  length  of  time  for  which  contributions  have 
been  paid  on  account  of  the  individual  workman.  It  is,  of 
course,  injpossible  to  know  in  advance  what  premiums  will  be 
necessary  to  yield  these  payments,  and  a  permanent  scale  of 
contributions  is  not  fixed  in  the  bill,  but  is  to  be  determined 
by  the  Imperial  Insurance  Bureau  within  ten  years  after  the 
act  goes  into  operation.  Until  such  a  final  scale  is  arranged, 
the  payments  by  the  employers  are  to  be  4  pfennigs  per  day, 
half  on  their  own  account,  half  on  the  workmen's  account. 
Adding  2  pfennigs  from  the  empire,  we  get  a  total  premium 
of  6  pfennigs  per  day,  or  36  marks  per  working  year  of  three 
hundred  days.  In  the  bill,  as  it  lies  before  us,  it  is  not  clear 
when  its  provisions  (should  it  become  law)  are  to  go  into 
effect.  It  is  made  a  condition  for  getting  a  pension  for  old 
age,  which  begins  with  the  seventy-first  year,  that  contri- 
butions must  have  been  paid  during  thirty  years  preceding ; 
and,  similarly,  pa3nments  during  at  least  five  years  are  required 
for  the  pension  in  case  of  disability.  Apparently,  no  arrange- 
ments are  made  to  bridge  over  the  period  before  these  provi- 
sions can  go  into  effect. 

No  doubt,  changes  will  be  made  in  details ;  but  it  is  more 
than  likely  that  in  its  main  features  this  bill  will  become  law. 
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When  thiB  is  done,  the  last  step  in  this  remarkable  series  of 
measures  will  have  been  taken.  The  German  workman  will 
then  be  provided,  partly  by  deductions  from  his  stipulated 
wages  and  partly  by  payments  from  his  employer  and  from 
the  state, —  which  probably  will  not  be  without  their  effect  on 
his  wages, — against  sickness,  accident  and  death  from  acci- 
dent, and  incapacity  from  old  age  or  other  cause.  He  will 
have  no  provision,  however,  in  one  serious  contingency,  that 
of  lack  of  emplo3nment.  A  laborer  who  is  out  of  work  has 
no  claim  to  indemnity  for  accident.  He  can  retain  his  claim 
for  indemnity  in  case  of  sickness  only  if  he  continues  himself 
to  pay  his  insurance  contributions.*  His  rights  under  the 
pension  bill  just  described  are  again  limited  by  the  time  when 
he  is  at  work  and  when  contributions  continue  to  be  paid  on 
his  account.  For  instance,  he  is  obliged  to  wait  thirty  years 
before  a  right  to  pension  for  old  age  accrues.  These  thirty 
years,  however,  are  not  calendar  years,  but  years  of  contribu- 
tion. Three  hundred  days  for  which  contributions  are  paid 
count  as  a  year.  If  he  is  sick,  it  is  true  the  time  still  counts 
for  him  under  the  proposed  bill,  even  though  no  contributions 
be  paid ;  but  if  he  is  out  of  work,  the  time  is  lost.  In  fact, 
the  alleviation  of  distress  resulting  from  a  laborer's  failing  to 
work  is  left  to  the  ordinary  machinery  of  the  poor  law. 
Obviously,  one  great  cause  of  misery  and  discontent  thereby 
remains  as  it  was,  unaffected  by  the  new  legislation.  Changes 
in  the  poor  laws  are,  it  is  true,  under  consideration,  and  it 
remains  to  be  seen  what  may  be  done  in  this  direction.  But 
unless  a  considerable  departure  is  made  from  sound  principles 
in  reshaping  the  poor  laws,  the  insurance  legislation  is  likely 
to  fail  in  attaining  one  object,  which  undoubtedly  is  prom- 
inent in  the  minds  of  its  framers, —  the  check  to  the  success- 
ful propaganda  of  the  socialists. 

On  the  other  hand,  it  is  not  easy  to  see  how  any  other 
course  is  open  to  the  German  legislators.  A  guarantee  of 
support  and  aid,  sufficient  in  amount  and  not  disagreeable  in 
kind,  cannot  be  held  out  safely  to  the  average  laborer  for  the 
case  of  his  being  out  of  work.  It  could  result  only  in  shiftless- 
ness  and  demoralized  character.  The  Malthusian  objection 
would  be  unanswerable.    A  writer  in  a  recent  issue  of  the 


*See  $  11  of  the  Siok  Inrazmnee  Aet,  toI.  iL  p.  115,  of  this  Jtmmal. 
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Jakrbuch  fOr  Otutzg^bung*  has  laid  h  down  that  the  in- 
sorance  legislation  on  its  present  lines  is  not  inoonaistent  with 
the  principle  of  self-help  or  with  the  maintenance  of  sonnd 
character,  for  the  very  reason  that  it  gives  no  guarantee  of 
work,  or  of  aid  in  case  there  is  no  work.  Whether  or  not 
this  be  tme  of  the  legislation  so  far  as  it  has  yet  gone,  it  cer- 
tainly points  out  the  limits  beyond  which  this  or  any  beneTO- 
lent  legislation  cannot  go  with  safety. 


WAGES  AND  PROFITS. 

Readers  of  this  review  will  perhaps  expect  me  to  say 
something  in  answer  to  Mr.  Macvane's  criticisms,  in  the  last 
number,  on  the  doctrine  of  Distribution  contained  in  the 
Economics  of  InduBtry.  I  have  come  across  most  of  his 
objections  before,  but  never,  I  think,  so  ably  and  coherently 
stated ;  and  I  therefore  desire  to  treat  them  with  all  respect. 
They  cover,  however,  so  wide  a  ground  that  a  full  answer  here 
is  out  of  the  question.  I  propose,  therefore,  to  select  what 
seem  to  me  his  two  most  striking  points,  and  submit  my  own 
views  with  regard  to  them  briefly,  and  without  staying  to  in- 
dicate the  respects  in  which  they  seem  to  me  to  differ  from 
those  of  General  Walker. 

I  regard  the  wages  fund  doctrine  not  as  false,  but  as  preten- 
tious and  misleading.  As  explained  by  careless  writers,  it  is, 
I  think,  false.  As  explained  by  Caimes  and  others,  it  is  so  far 
explained  away  that  there  is  very  little  left  in  it  to  justify  its 
title,  and  nothing  at  all  which  cannot  be  expressed  better  in 
other  ways.  Its  form  is  objectionable,  because,  while  not  call- 
ing attention  to  the  real  differences  which  there  are  between 
markets  for  labor  and  markets  for  goods,  it  implies  differ- 
ences which  do  not  exist;  and,  after  all,  it  is  but  a  fragment, 
isolated,  discontinuous  with  the  rest  of  economics,  and  a  hin- 
drance to  a  scientific  conception  of  the  whole  subject. 

The  theory  of  Normal  Wages  given  in  the  Economics  of 
Industry  is  not  in  contradiction  to  the  wages-fund  doctrine 
as  explained  by  Caimes,  but  claims  to  expand  and  develop 
that  doctrine,  and  to  fit  it  into  its  proper  place  in  the  whol^e 

•  Dr.  H.  Thiel,  in  Johrg.  11,  Heft  2,  pp.  69-73. 
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'body  of  eoonomio  theory.  Bat  Caimes  himself  ooold  not 
get  free  from  the  misleading  associations  of  that  unfortunate 
phrase.  In  one  ease  only  does  he  attempt  to  apply  his  doc- 
trine BO  carefully  explained  to  a  practical  problem.  That  one 
case  relates  not  to  Normal  Wages,  but  to  Market  Wages ;  and 
on  that  we  join  issue. 

He  argues  {Leading  Principles^  pp.  203,  204)  that  if  there 
is  an  increase  of  labor  not  accompanied  by  an  increase  of 
capital,  and  if  the  labor  is  of  such  a  kind  as  to  be  employed 
in  conjunction  with  fixed  capital  and  raw  material,  some  of 
the  capital  in  the  island  will  be  diverted  to  this  purpose,  that 
therefore  the  wages  fund  will  ^'  contract  as  the  supply  of  labor 
expands.^'  In  opposition  to  this,  it  is  argued  in  the  j&bo- 
nomics  of  Industry  (p.  205)  that  the  new  labor  will  instantly 
^'  increase  the  net  produce  of  capital  and  labor,  and  therefore 
the  Wages-and-profits  Fund.  It  is  true  that  employers  will 
compete  less  keenly  than  before  for  the  hire  of  labor,  partly 
because  there  is  more  labor  to  be  hired,  and  partly  because  it 
will  answer  their  purpose  to  divert  some  of  their  means  from 
hiring  laborers  to  providing  more  auxiliary  capital ;  and  there- 
fore the  rate  of  wages  will  fall.  But  it  is  not  certain,  nor 
even  very  probable,  that  the  whole  share  which  labor  gets  of 
the  Wages-and-profits  Fund  will  amount  to  less  than  before.** 
Mr.  Macvane,  as  I  understand,  takes  this  as  the  crucial  point 
of  difference  between  us.  He  says  (p.  27,  note) :  "  There  can 
be  no  question  that  this  result  will  follow  in  the  course  of 
time.  But  will  it  —  as  a  matter  of  physical  possibility,  can  it 
—  happen  at  once  ?  Must  not  the  increase  begin  at  the  begin- 
ning of  production?'* 

I  answer :  It  can  happen  at  once.  The  moment  the  laborer 
is  set  to  work,  more  partly  finished  processes  of  production 
are  finished  than  would  otherwise  have  been  the  case,  more 
processes  just  begun  are  carried  a  little  further,  more  new 
processes  are  begun.  Though  the  spinner  cannot  get  as  his 
wages  to-day  the  carpet  that  will  be  made  of  the  yam  which 
he  spins  to-day,  there  are  pretty  sure  to  be  enough  carpets 
in  store  to  meet  the  increased  demand  due  to  the  increased 
aggregate  of  wages,  which  in  my  belief  there  would  be ;  and 
manufacturers  and  dealers,  knowing  that  larger  supplies  than 
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before  are  being  made,  will  not  heaitate  to  aeU  fredy  ironi 
their  atocka.  Of  oooraei  it  ia  tme  that  a  aodden  and  unex- 
pected increaae  of  labor  in  a  place  which  had  no  meana  of 
importing  com  might  cause  a  temporary  scardtj  of  food. 
Bat  Caimea,  of  coarse,  does  not  assame  the  increaae  to  take 
this  catastrophic  form ;  and,  indeed  if  he  did,  what  he  aaya 
about  fixed  capital  would  be  irrelevant,  for  in  this  extreme 
case  there  would  be  a  temporary  scarcity  of  food,  whether 
much  fixed  capital  were  used  or  not.  His  argument  shows 
that  he  regards  the  increase  of  labor  as  gradual,  ao  that  there 
ia  time  for  producers  to  divert  their  energies  from  the  produc- 
tion of  wage-capital  to  that  of  auxiliary  capitaL 

I  admit,  however,  that  ^the  Wages-and-profita  Fund^  is  not 
a  good  term.  I  adopted  it  as  a  catch-word,  to  indicate  my 
opinion  that  wages  and  profits  have  their  normal  values  deter- 
mined by  causes  of  the  same  general  character.  For  that  pur- 
pose, I  retained  the  latter  half  of  the  old  term  wages-fund. 
But  really  what  is  meant  is  not  a  fund  of  stored  up  wealth 
sufficient  to  afford  wages  and  profits  for  a  fixed  period,  say  a 
year :  it  is  rather  a  flow  of  income  to  be  distributed. 

To  avoid  misapprehension,  I  should  perhaps  say  that  I  do 
not  speak  of  wages  as  "paid  out  of  the  products  of  industry,** 
in  a  sense  in  which  this  may  be  understood  to  mean  that  labor 
is  not  supported  by  capital.  On  this  point  I  seem  to  be  in 
entire  agreement  with  Mr.  Macvane.  The  bargain  between 
labor  and  capital  is  doubtless  that  the  wage-receiver  gets  com- 
mand over  commodities  in  a  form  readv  for  immediate  con- 
sumption,  and  in  exchange  carries  his  employer''s  goods  a  stage 
further  towards  being  ready  for  immediate  consumption.  But, 
while  this  is  true  of  most  employees,  those  who  finish  the  proc- 
esses—  e.g.^  those  who  put  together  and  finish  watches — give 
to  their  employers  far  more  commodities  in  a  form  ready  for 
immediate  consumption  than  they  take  from  them ;  and  thus 
the  balance  is  redressed.  Taking  one  season  of  the  year  with 
another,  so  as  to  allow  for  seed  and  harvest  time,  workmen 
as  a  whole  hand  over  to  their  employers  more  finished  com- 
modities than  they  receive  as  wages.  But  —  to  say  nothing  of 
machinery  and  factories,  of  ships  and  railroads — the  houses 
loaned  to  workmen,  and  even  the  raw  materials  in  various 
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Stages  which  will  be  worked  up  into  commodities  consumed 
by  them,  represent  a  far  greater  advance  of  capital  to  them 
than  the  equivalent  of  the  advances  which  they  make  to  the 
capitalist,  even  when  they  work  for  a  month  for  him  before 
getting  any  wages. 

The  other  remark  of  Mr.  Macvane  to  which  I  desire  to 
reply  is  one  the  force  of  which  I  think  I  must  have  failed 
to  catch;  for,  if  I  have  understood  him  rightly,  our  differ- 
ence is  here  a  very  real  one.  He  says  (p.  9) :  ^'  If  a  good  man- 
ager can  create  as  much  wealth  as  one  hundred  men  when 
good  managers  are  few,  he  can  do  the  same  when  good  man- 
agers are  numerous.  If  his  earnings  are  to  be  the  addition 
his  work  makes  to  the  produce  of  capital  and  labor,  how  can 
mere  increase  of  the  number  of  men  capable  of  thus  adding 
to  the  produce  of  capital  and  labor  diminish  his  earnings? 
Mr.  Marshall,  in  accounting  for  the  decline,  cites  as  analogous 
the  decline  in  the  wages  of  skilled  labor  as  the  number  pos- 
sessing the  skill  increases.  But  there  is  this  fundamental 
difference  between  the  two  cases,  which  renders  analogy  be- 
tween them  impossible  for  the  purpose  in  hand.  Skilled 
labor  has  specific  products  of  its  own,  which  fall  in  value  as 
the  supply  of  them  is  increased.  But  management  has  no 
distinct  products  of  its  own.  All  production  needs  manage- 
ment, and  all  products  cannot  fall  in  value."  Can  Mr.  Mac- 
vane mean  that  every  increase  in  the  output  of  a  business 
must  cause  a  proportionate  increase  in  its  exchange  value? 
His  words  seem  to  imply  this,  but  I  prefer  to  suppose  that  I 
have  misunderstood  him.  So  I  will  merely  restate  my  own 
position. 

It  is  weU  known  that  great  economies  have  been  introduced 
into  many  branches  of  iron  manufacture  by  diminishing  the 
number  of  times  which  the  metal  is  heated  in  passing  from 
pig  iron  to  its  final  form.  Suppose  an  iron  manufacturer  with 
a  capital  of  £50,000  to  be  getting  in  normal  times  a  net  profit 
of  £4,000  a  year,  £1,500  of  which  we  may  regard  as  his 
earnings  of  management.  We  assume  that  so  far  he  has  been 
working  in  the  same  way  as  his  neighbors,  and  showing  an 
amount  of  ability  which,  though  great,  is  no  more  than  the 
normal  or  average  ability  of  the  people  who  fill  such  excep- 
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tionmUT  difficult  poets.    Thit  it,  we  aamme  that  £1,500  m  year 
is  the  normal  earningB  for  the  kind  of  work  he  has  been  doing^. 
Bat,  as  time  goes  on,  he  thinks  out  a  way  of  diqMoaing^  with 
one  of  the  heatings  that  have  hitherto  been  coatomaiy ;  and 
in  consequence,  withont  increasing  his  expenseSi  he  is  able  to 
increase  his  annoal  oatpnt  by  things  whidi  can  be  sold  for 
£2,000  net.    And,  so  long  as  he  can  sell  his  wares  at  the  old 
price,  his  earnings  of  management  will  be  £2,000  a  year  above 
the  average.    His  neighbors,  however,  will  copy  his  plan; 
and  periiaps,  for  a  while,  they  will  aU  make  more  than  average 
profits.    But  before  long  competition  will  increase  the  supply 
and  lower  the  price  of  their  wares,  until  the  profits  of  the 
business  are  such  as  to  give  only  normal  earnings  of  manage- 
ment  as  before;  for  no  one  could  get  extra  high  wages  for 
making  eggs  stand  on  their  ends  after  Columbus's  plan  had 
}>ecome  public  property.     As  soon  as  any  plan  of   manu- 
facturing is  so  far  reduced  to  routine  that  it  no  longer  re- 
quires exceptional  ability,  those  who  follow  the  method  add 
much  IcHs  to  the  efficiency  of  production  than  they  would 
have  done  if  they  had  had  to  think  out  the  method  themselves. 
The  production  is  as  great  as  it  would  have  been ;  but  more 
of  it  is  due  to  knowledge  which  is  the  common  property  of  the 
world,  and  less  of  it  is  due  to  the  comparatively  commonplace 
men  who  are  able  to  follow  in  the  now  well-beaten  track. 
Putting  aside  the  gains  of  speculation,  which  require  to  some 
extent  a  separate  treatment,  it  remains  true  that  competition 
tends  to  secure  to  each  ordinar}-  employer  earnings  of  man- 
agement equal  to  what  his  work  adds  to  the  efficiency  of  pro- 
duction, so  much  and  no  more.     Inventors  and  pioneers  are 
seldom  able  to  retain  for  many  years,  even  if  they  ever  get  it, 
the  full  value  of  the  addition  they  make  to  the  efficiency  of 
production.     It  must,  however,  be  admitted  that  occasionally 
a  man  will  complete  improvements  which  others  have  nearly 
worked  out,  and  by  patenting  the  last  little  link  which  he 
has  added,  get  more  than  his  deserts. 

As  to  the  question  what  part  of  his  profits  should  be  called 
rent,  I  wish  to  say  that  I  do  not  attach  great  importance  to 
this  method  of  speaking  in  spite  of  the  great  support  which  it 
has  from  the  traditions  of  Senior  and  of  many  foreign  econ- 
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omists  from  the  time  of  Storch  and  Mangoldt  (see,  for  in- 
stance, Mataja's  UfUernehmergeminn  ohap.  i^  §  c).  I  regard 
it  only  as  an  analogy,  and,  moreover,  as  one  which,  if  pressed 
too  far,  is  likely  to  be  misleading.  In  particular,  it  is  difficult 
to  know  how  mach  the  success  of  any  business  man  is  to  be 
ascribed  to  his  good  fortune  in  getting  on  work  suited  to  him, 
and  ought  therefore/^  be  balanced  against  the  failures  of 
others,  who  turn  out  to  have  selected  a  wrong  occupation  f ory 
their  faculties.  When  a  fisherman  mates  a  good  haul,  we 
do  not  count  it  as  rent :  we  set  it  off  against  the  bad  haul,  and 
expect  him  to  get  in  the  long  run  earnings  for  his  labor  and 
interest  on  his  capital,  but  nothing  more;  but  this  brings  us 
to  the  fringe  of  a  difficult  set  of  problems,  which  could  not 

be  adequately  discussed  here. 

Alfbxd  Mabshall. 


OCCUPATIONS  OF  IMMIGRANTS. 

Immigration  has  lately  become  a  staple  topic  of  discussion. 
The  possible  necessity  of  its  restriction  has  been  mentioned 
in  public  addresses  by  Senator  Cullom  and  Mr.  Chauncey  M. 
Depew.  Not  long  ago,  a  number  of  PiMic  Opinion  con- 
tained nearly  four  pages  of  extracts  trom  articles  on  this 
subject,  published  in  thirty-eight  newspapers.  The  Ohio  Re- 
publican platform  even  contains  a  suggestion  of  restriction. 
"  We  view  with  alarm,"  says  the  platform,  in  the  tritest  of  all 
trite  political  phraseology,  ^  unrestricted  emigration  trom  for- 
eign lands."  Congress  is  urged  ^  to  pass  such  laws  and  estab- 
lish such  regulations  as  shall  protect  us  from  the  inroad  of  the 
anarchist,  the  communist,  the  polygamist,  fugitives  from  jus- 
tice, the  insane,  the  dependent  pauper,  the  vicious  and  crimi- 
nal classes,  contract  labor  in  every  form,  under  any  name  or 
guise.*' 

The  State  Department  has  published  a  bulky  volume  of 
consular  reports  on  immigration,  embodying  an  abridgment  of 
statistics  of  the  occupations  of  immigrants,  taken  trom  the 
annual  reports  of  the  Bureau  of  Statistics.  This  bears  on 
the  most  interesting  branch  of  the  general  subject.  Little 
information  about  immigration  beyond  the  number  of  arrivals 
reaches  the  public.    Occasionally,  attention  is  called  to  the 
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nnmbera  from  partionlar  countries,  and  sometimes  an  artude 
is  published  containing  estimates  of  the  amount  of  property 
brought  into  the  country  by  immigrants  or  the  economic 
value  of  immigrants  to  the  country;  but  the  official  reports 
are  seldom  searched  for  anything  else.  The  State  Depart- 
ment  document  referred  to  does  present  some  figures  showing 
the  numbers  of  skilled  and  unskilled  immigrants;  but  these 
of  themselves  tell  little,  because  it  is  a  question  what  occupa- 
tions are  skilled.  In  the  reports  of  the  Bureau  of  Statistics, 
clerks  appear  as  skilled ;  while  merchants  and  dealers  belong 
to  the  miscellaneous  category.  The  State  Department  tables 
of  occupation  are  not  so  full  as  those  published  by  the  Bureau 
of  Statistics,  and  do  not  show  how  few  persons  belonging  to 
certain  leading  occupations  come  to  this  country. 

When  the  present  tariff  was  under  debate  in  the  Senate, 
there  was,  of  course,  a  great  deal  said  about  the  superior  con- 
dition of  working  people  in  this  country,  and  about  rates  of 
wages  and  costs  of  living ;  and  finally  a  New  England  senator 
brought  forward  the  argument  for  his  side  in  the  following 
shape : — 

There  are  thousands  and  thousands  of  operatives  in  cotton  factories 
in  this  country.  They  are,  and  are  becoming,  American  citizens.  They 
have  come  from  English  cotton  factories  to  ours,  and  they  never  go 
back.  Now,  no  matter  who  makes  tables  of  statistics,  these  men  know 
what  they  have  left  and  what  they  have  come  to.  They  have  left  their 
X)aTents  and  brothers  and  sisters  behind  them,  and  they  communicate 
with  them;  and  they  know  by  a  very  terrible  practical  experience  what 
it  is  to  be  operatives  in  English  factories,  and  they  have  travelled  by 
land  and  sea  to  come  to  ours. 

There  can  be  no  question  about  the  good  faith  of  the 
speaker.  He  believed  that  the  great  cotton  mills  of  his  own 
and  the  neighboring  States  were  filled  with  operatives  who  had 
learned  their  trades  in  England  or  on  the  continent,  and  had 
fled  from  the  starvation  wages  of  the  Old  World  to  the  peace 
and  plenty  of  the  New ;  and  the  same  thing  was  believed  on 
the  opposite  side  of  the  chamber. 

The  ten  years  from  1877  to  1886  inclusive  were  years  of 
large  and  small  immigration.  They  were  years  of  prosperity 
and  depression  both  here  and  abroad.    The  period  is  sufficient 
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to  give  value  to  an  analysis  of  its  immigration  statistics.  In 
these  years,  4,255,295  immigrants  arriyed  in  this  ooontry.  A 
small  fraction  more  than  one-half,  being  mostly  women  and 
children,  stated  no  occupations.  The  occupations  of  2,120,- 
582  immigrants  are  stated  in  reports  of  the  Bureau  of  Statis- 
tics, 24  occupations  being  classed  as  professional,  183  as  skilled, 
and  42  as  miscellaneous*  Of  all  the  immigrants,  963,988  are 
classed  simply  as  laborers.  This  is  about  48  per  cent,  of  all 
whose  occupations  are  stated.  These  are  absolutely  unskilled 
laborers,  for  the  men  who  have  worked  on  farms  or  driven 
teams  or  pursued  any  other  occupation  that  can  be  named  are 
otherwise  enumerated.  The  farmers  and  farm  laborers  num- 
bered 872,339,  or  about  18  per  cent.  The  servants  numbered 
177,450.  Whether  these  should  be  classed  as  unskilled  laborers 
the  American  housekeepers  can  perhaps  testify.  They  make 
a  little  more  than  8  per  cent.  The  miners  were  38,570,  or 
less  than  2  per  cent.  It  is  true  that  miners  are  in  a  sense 
skilled,  but  their  wages  are  so  low  that  they  belong  with  the 
unskilled  laborers  and  the  farm  laborers.  These  laborers  with 
no  skill  at  all,  these  house  servants,  these  tillers  of  the  soil, 
and  these  delvers  beneath  the  soil  make  a  total  of  1,552,297, 
or  73.2  per  cent,  of  all  the  immigrants  whose  occupations 
were  stated. 

Take  now  the  leading  handicrafts.  The  carpenters  fur- 
nished 61,967,  or  nearly  8  per  cent,  of  immigrants  with  occu- 
pations; the  blacksmiths,  21,318;  the  masons,  21,580;  the 
tailors,  22,995;  the  shoemakers,  22,728;  the  bakers,  14,677; 
the  batchers,  13,991 ;  and  persons  classed  as  engineers,  machin- 
ists, etc.,  13,668.  This  group  of  handicraftsmen  furnished 
192,919  immigrants,  or  9.1  per  cent.  Eleven  other  handicrafts 
—  namely,  stone-cutters,  plasterers,  plumbers,  punters,  cabinet- 
makers, locksmiths,  saddle  and  harness  makers,  shopwrights, 
printers,  coopers,  and  hatters — altogether  furnished  40,157^ 
and  persons  classed  as  mechanics  and  artisans  not  otherwise 
described  numbered  23,735.  These  two  groups  make  another 
3  per  cent,  of  the  immigrants  with  occupations.  The  mari- 
ners and  the  dressmakers  and  seamstresses  are  not  closely 
allied ;  but  together  they  make  a  little  more  than  1  per  cent., 
the  mariners  numbering  14,929,  and  the  dressmakers  and  seam- 


226  QUABTEBLT  JOURNAL  OF  MCONOMICa 

stresses  8,683.  The  merchants  and  traders  foot  up  to  64,640, 
the  tobaooonists  and  workers  in  tobacoo,  a  mixed  class  of 
tradesmen  and  handicraftsmen,  to  9,165,  and  the  clerks  to 
27,128,  the  three  classes  amounting  to  100,828,  or  4.8  per  cent. 

The  precise  effect  of  the  tariff  in  making  oar  country  a 
land  of  refuge  for  the  toilers  of  the  Old  Worid  is  not  very 
apparent  in  figures  thus  far.  We  must  get  down  to  smaller 
figures,  in  order  to  find  the  classes  drawn  to  this  country  in 
this  manner. 

The  cotton  spinners,  the  spinners  not  otherwise  described, 
the  silk,  wool,  and  other  weavers,  the  wool-sorters,  the  oper- 
Atiyes  not  otherwise  described,  the  calico  printers,  carders  of 
all  kinds,  and  the  flax-dressers  may  be  lumped  together  as 
employees  in  textile  industries.  Of  these,  only  28,816  are 
enumerated  in  the  immigration  tables  for  ten  years.  This  is 
about  1.1  per  cent,  of  all  the  immigrants  with  stated  occupa- 
tions, or  half  that  fraction  of  the  total  immigration.  These 
being  the  facts,  it  appears  that  there  must  have  been  a  sub- 
stantial exaggeration  in  the  statement  that  there  were  thou- 
sands upon  thousands  of  English  cotton  operatives  in  the  cot- 
ton factories  of  this  country,  though,  in  a  certain  very  narrow 
sense,  the  statement  is  true ;  for,  if  there  were  in  oar  cotton 
factories  four  thousand  persons  who  had  come  from  English 
cotton  factories,  the  language  referred  to  would  be  strictly 
true,  though  unquestionably  deceptive. 

The  other  class  of  occupations  most  directly  affected  by  our 
tariff  is  composed  of  the  workers  in  metals.  If  we  take  all 
the  iron  workers  mentioned  in  the  tables,  divided  up  into  six 
or  eight  trades,  and  add  metal  rollers  and  workers,  brass- 
workers  and  wire-workers,  nail-makers^  cutlers,  and  file-makers, 
we  find  that  workmen  in  all  these  trades  to  the  number  of 
8,188  reached  this  country  in  ten  years.  This  is  not  much 
more  than  one-third  of  one  per  cent,  of  the  immigrants  with 
occupations. 

There  are  a  few  other  occupations  that  have  received  espe- 
cial encouragement  from  legislation,  but  this  encouragement 
has  small  effect  upon  immigration.  In  the  ten  years  under 
consideration,  713  potters,  206  paper-makers,  767  glass-blowers, 
34  hosiers,  and  1,912  tanners  and  curriers  came  to  this  conn- 
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try.  If  we  add  together  the  immigrants  in  the  textiles  and 
metal  industries  and  these  fiye  miscellaneoas  indastries,  we 
have  a  total  of  only  35,581,  or  considerably  less  than  2  per 
cent,  of  all  the  immigrants  with  occupations. 

The  thousands  upon  thousands  of  foreigners  in  our  cotton 
mills  are  to  a  great  extent  people  who  had  never  been  in  a 
cotton  mill  till  they  came  here.  They  came  here  as  persons 
without  occupations,  or  as  laborers,  or  as  servants,  largely  as 
children,  and  in  the  course  of  their  efforts  to  find  something 
to  do  drifted  into  the  cotton  mills.  The  same  thing  is  true  of 
the  woolen  mills  and  the  iron-making  establishments.  How- 
ever much  our  tariff  may  improve  the  condiUon  of  working 
people  in  the  protected  industries,  it  does  not  improve  their 
condition  to  such  an  extent  as  to  tempt  any  very  considerable 
number  of  people  in  Europe  who  have  learned  the  trades  to 
come  to  this  country.  If  the  unskilled  laborers  and  the  farm 
laborers  and  the  servants  and  miners  have  intelligence  enough 
to  know  about  the  United  States,  and  can  get  money  enough 
to  come  here,  the  more  intelligent  and  better  paid  operatives 
in  factories  and  mills  could  easily  get  here.  There  are  no 
means  at  hand  of  ascertaining  what  ratio  the  number  of  emi- 
grants from  Europe  of  each  class  bears  to  the  total  number  of 
people  in  such  class  in  the  country  from  which  they  emigrate ; 
but  the  operatives  in  metals  and  textiles,  etc.,  are  certainly 
numerous  enough  to  have  furnished  us  with  more  immigrants 
than  we  received,  had  the  temptations  which  we  offered  been 
as  alluring  to  them  as  they  were  to  the  classes  industrially 
below  them. 

Primarily,  it  is  our  land  that  draws  immigrants.  The  great 
bulk  of  them  are  people  who  can  dig,  and  who  cannot  do  any- 
thing else  beyond  such  supplementary  labor  upon  the  soil 
as  is  involved  in  farming.  A  country  of  rapidly  increasing 
population  builds  a  great  many  houses,  and  requires  a  great 
many  new  coats  and  shoes;  and  so  the  most  numerous  groups 
of  immigrants  after  the  farmers  and  diggers  and  personal 
attendants  are  the  carpenters  and  smiths  and  masons  and 
tailors  and  shoemakers.  The  tables  afford  no  evidence  that 
the  tariff  and  any  advantages  secured  by  it  for  those  who 
work  upon  protected  commodities  draw  people  hither  from 
foreign  lands. 
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The  emigrant  is  sometimes  described  as  the  enterprising 
and  progressive  person  of  his  hamlet;  and  we  sometimes 
flatter  ourselves  that  we  are  getting  the  pick  of  European 
workmen,  because  only  the  most  energetic  and  ambitions 
would  undertake  the  dangers  of  removal  to  another  country. 
These  figures  show  the  contrary.  They  show  that  the  great 
bulk  of  our  immigration  consists  of  the  people  who  can  find 
no  place  in  their  own  country.  This  immense  preponderance 
of  the  classes  whose  wages  in  Europe  are  the  lowest,  and 
whose  lack  of  acquired  skill  makes  their  securing  of  employ- 
ment most  difficult,  shows  that  we  are  getting  the  Europeans 
who  can't  get  a  foothold  in  their  own  country, —  we  are  get- 
ting what  is  left  over  after  all  the  places  in  Europe  are  filled. 

Fbed.  Pbbby  Powxbs. 


A  SUGGESTED  REARRANGEMENT  OF  ECONOMIC  STUDY. 

It  is  not  often  that  those  scholars  to  whom  the  present  state 
of  economics  seems  quite  unsatisfactory  venture  on  an  explicit 
statement  of  the  manner  in  which  improvement  should  take 
place ;  but,  in  the  last  number  of  the  Johrhuch  fdr  QesetZ' 
gebvng^  Dr.  Hasbach  presents  a  scheme  for  reshaping  instruc- 
tion in  economics,  which  is  tantamount  to  a  scheme  for 
reshaping  economic  science,  and  which,  though  not  aiming  to 
be  more  than  tentative,  yet  is  given  in  such  detail  as  to  make 
tolerably  clear  the  extent  of  the  proposed  departure  from  the 
beaten  track.  The  author  is  professor  in  Greifswald,  and  has 
been  a  pupil  of  Professor  SchmoUer;  and  Schmoller  himself 
adds  a  note,  in  which  he  points  out  wherein  he  agrees  and 
wherein  he  does  not  agree  with  his  former  pupil.  We  have 
therefore  something  like  an  authoritative  statement  of  what 
the  adherents  of  the  more  pronounced  historical  school  wish 
to  effect. 

Hasbach  would  begin  instruction  in  economics  by  a  study  of 
industry  and  of  the  technical  processes  of  industry, —  a  study 
of  mining,  fishery,  forestry,  agriculture,  the  manufacturing 
arts,  and  commerce.  Charts,  illustrations,  models,  inspection 
of  manufacturing  and  other  establishments,  should  form  part 
of  the  teaching,  which  would  therefore  be  carried  on  most 
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advantageouBly  in  towns  that  are  near  to  an  active  and  varied 
industrial  district, — for  instance,  in  Bonn.  A  previous  training 
in  natural  science  promotes  the  thoroughness  of  such  study ; 
and  the  author  believes  that  study  in  the  HecU-OymnaneHy  the 
non-classical  schools,  would  form  an  excellent  preparation  for 
economics.  The  next  step  is  the  study  of  economic  history, — 
a  subject  which  Hasbach  believes  to  be  hardly  more  than  ex- 
plored as  yet,  but  still  affording  materials  for  a  good  general 
presentation.  Then  comes  the  study  of  economic  theory. 
Until  the  first  two  stages  have  been  gone  through,  the  stu- 
dent is  not  equipped  for  economic  theory,  because  ^^the 
theory  of  economics  is  an  analysis  of  the  economic  life  of  the 
civilized  peoples  of  our  time."  In  its  domain  should  be 
placed  all  conclusions  of  a  theoretic  kind,  which  the  custom- 
ary arrangement  of  economics  in  the  hands  of  German  writers 
puts  into  the  fields  of  finance  and  economic  policy.  Theory 
is  to  embrace  a  larger  number  of  subjects,  and  bring  about 
a  thorough  understanding  of  economic  life.  The  author  illus- 
trates his  meaning  on  this  point  of  the  enlarged  scope  of  eco- 
nomic theory  by  explaining  that,  under  the  subject  of  ex- 
change, not  only  value  in  exchange,  price,  and  money  are 
to  be  handled,  but  a  detailed  treatment  must  be  given  to  the 
subjects  of  transportation,  markets,  and  exchanges  (JBdrsen)^ 
weights  and  measures,  money  and  coinage,  moneyed  capital 
and  banking,  the  function  of  trade  and  the  influence  of  ex- 
isting law, —  so  exact  a  theoretic  treatment  to  all  these  topics 
that  ^'not  a  comer  of  economic  life  shall  fail  to  be  lit  up." 
Elsewhere,  he  mentions  that  the  question  of  government  man- 
agement as  against  private  industry,  the  economic  effect  of 
direct  taxation,  the  operation  of  indirect  taxes,  are  to  be  taken 
out  of  finance  into  theoretic  economics.  He  believes  that, 
with  such  full  treatment,  the  insignificance  of  the  field  in 
which  deductive  treatment  is  possible  will  become  obvious; 
and  controversy  as  to  methods  will  be  heard  less. 

This  would  close  economic  study  proper.  Apart  from  it, 
but  closely  connected  with  it,  stand  certain  other  subjects,  of 
which  parts  are  now  apt  to  be  included  by  Grerman  writers  in 
the  strictly  economic  field.  These  are:  first,  administrative 
law ;  second,  the  investigation  of  practical  economic  and  social 
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questions  of  importance  at  the  time  (snob  as,  for  our  time, 
bimetallism,  American  competition,  and  insurance  legislation) ; 
and,  third,  politics,  or  political  science.  In  other  words,  the 
student  of  economics  would  have  six  subjects,  or  courses  of 
lectures,  to  pursue;  namely,  processes  of  industry,  econ<Hnic 
history,  and  economic  theory  in  one  group,  and  administration^ 
practical  economic  problems,  and  politics  in  another  group. 

But  of  these  subjects,  oddly  enough,  the  first  three  are  not 
to  be  taught  by  the  professor  of  political  economy.  He  is  to 
teach  only  two  in  the  first  group, —  economic  history  and  eco- 
nomic  theory,—  while  he  is  also  to  handle  the  practical  eco- 
nomic problems  in  the  second  group, —  a  shifting  of  the  line 
of  division,  which  indicates  that  the  attempted  discrimination 
between  economics  and  the  related  fields  of  administrative 
law  and  politics  is  not  so  severely  logical  as  it  assumes  to  be. 

Professor  Schmoller  adds  a  note  to  Hasbach's  proposal, 
expressing  general  agreement  with  it.  He  believes  that  study 
of  the  processes  of  industry  is  a  necessary  introduction  to  that 
of  economics ;  and  he  says  that  he  advises  every  student  to 
attend  lectures  on  economic  history  before  undertaking  the 
study  of  economic  theory.  He  acts  already  in  the  line  of  his 
pupil's  suggestion  by  not  treating  finance  as  a  separate  sub- 
ject. He  lectures  instead  on  general  financial  and  adminis- 
trative history.  On  other  points,  he  differs.  He  doubts  the 
expediency  of  separate  departments  and  faculties  of  political 
science,  the  establishment  of  which  Hasbach  advocates.  More- 
over, he  does  not  believe  that  a  study  of  natural  science  is  the 
most  useful  preparation  for  that  of  economics.  As  the  latter 
belongs  to  the  mental  sciences,  and  its  fundamental  questions 
are  historical  and  psychological,  a  classical  and  philosophic 
training  gives  the  best  foundation  for  it. 

There  is  nothing  in  this  proposed  rearrangement  of  a  course 
of  extended  economic  study  which  is  inconsistent  with  the 
severest  deductive  or  "orthodox"  treatment  of  the  subject. 
No  one  will  deny  the  advantages  of  a  careful  description  of  in- 
dustry and  investigation  of  economic  history,  though  it  may 
be  doubted  whether  as  much  time  should  be  given  to  each  of 
these  as  to  economic  theory  itself.  Moreover,  the  present 
writer  agrees  that  a  fairly  detailed  analysis  of  what  may  be 
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called  the  social  organism  forms  the  best  introduction  to  eco- 
nomic stady,  and  that  treatises  and  text-books  would  be 
improved  if  their  opening  chapters  consisted  mainly  of  de- 
scriptive matter.  Dr.  Hasbach,  however,  goes  too  far  in 
demanding  a  complete  course  of  study  on  the  processes  of 
industry  as  indispensable  to  an  understanding  of  economics. 
Interesting  and  useful  as  such  a  course  might  be  in  itself, 
much  less  would  serve  the  economist's  purposes.  The  general 
drift  of  the  proposal,  however,  is  not  without  support  among 
writers  who  have  little  sympathy  with  the  extreme  historical 
school.  Professor  Newcomb  begins  his  exposition  in'  his 
PrincipUa  with  a  book  entitled  ^^Description  of  the  Social 
Organism  " ;  and,  as  was  noted  in  the  last  issue  of  this  Jour- 
nal^ the  unfinished  treatise  left  by  Professor  Jevons  contem- 
plated a  similar  introductory  part. 

That  the  study  of  economic  history  should  precede  that  of 
economic  theory  seems  quite  inadvisable.  The  value  of  such 
study —  indeed,  the  absolute  need  of  it  as  a  means  of  training 
in  the  application  of  economic  principles — is  almost  beyond 
dispute.  But  it  helps  the  student  more,  if  undertaken  after 
a  training  in  economic  reasoning,  or,  at  least,  side  by  side  with 
it.  Here  again,  however,  there  is  occasion  to  dissent  rather 
as  to  the  arrangement  and  sequence  of  study  than  as  to  the 
subject-matter  to  be  taught. 

Doubtless,  a  more  serious  difference  of  opinion  would  be 
brought  out  if  Hasbach  and  Schmoller  had  stated  more  ex- 
plicitly what  they  would  include  under  economic  theory.  The 
hints  of  the  former  indicate  that  "theory*'  would  include  a 
great  deal  of  matter  which  others  would  call  descriptive,  such 
as  a  treatment  of  coinage,  of  transportation,  of  weights  and 
measures.  Already,  English  readers  of  German  treatises 
(SchOnberg's  HancUmch^  for  instance)  are  often  at  a  loss  to 
know  where  they  are,  whether  in  the  domain  of  economic 
analysis  or  in  that  of  economic  description  and  practical  poli- 
ties ;  and  this  uncertainty  would  probably  be  felt  still  more  in 
a  treatise  by  Schmoller  and  his  pupils.  These  scholars  would 
probably  drop  as  completely  as  possible  not  only  those  "pedan- 
tic accumulations  of  definitions,  disquisitions  as  to  what  con- 
sumption is,  what    is    production,  what   is  capital,**  which 

•  Vol.  ii.  p.  65. 


282  QUABTEBLT  JOURNAL  OF  ECONOMICS 

SohmoUer  repudiates  with  a  contempt  not  entirely  without 
exoQsey  but  also  all  dednctions  from  the  play  of  human  motiyes 
under  assumed  conditions  not  corresponding  literally  with  the 
facts  of  industry.  On  this  point  alone,  a  real  and  serious  dis- 
agreement exists  between  the  deductiye  economists  and  the 
advocates  of  exclusively  historical  and  practical  treatment. 
Even  here,  we  cannot  be  sure  that  the  disagreement  is  really 
serious ;  for  the  historians  never  have  stated  explicitly  how  fa^ 
they  would  go  in  flinging  away  deduced  principles.  Very 
likely,  a  treatise  from  them,  if  finally  worked  out,  would  show 
at  bottom  only  a  difference  in  emphasis,  in  the  degree  of  cor- 
rectness ascribed  to  general  conclusions,  in  readiness  to  apply 
them  at  once  to  practical  questions,  and  not  a  substantial  dia- 
sent  from  the  essential  principles  of  classic  political  economy. 

P.  W.  TAusaio. 


CORRESPONDENCE. 


ECONOMIC  THOUGHT  IN  RUSSIA. 

Charkoy,  September,  1887. 

LiTTLB  is  to  be  said  about  the  state  of  economic  literature  in 
Rassia.  Oar  econonuc  literature  is  neither  old  nor  is  there 
much  of  it.  It  has  had  a  real  existence  only  within  the  last 
thirty  years.  It  is  true  that  economic  works  were  published 
before,  but  very  rarely.  By  way  of  proof^  some  significant  fig- 
ures may  be  mentioned.  Between  1806  and  1856,  no  more 
than  1,500  economic  publications  appeared:  whereas,  in  the 
period  from  1856  to  1879,  the  number  was  4,500.  That  is,  in 
the  course  of  half  a  century  there  were  but  one-third  as  many 
publications  as  in  the  five-and-twenty  years  following,  the  pro- 
duction per  year  being  thirty  against  one  hundred  and  forty. 
In  the  earlier  period  of  half  a  century,  the  well-known  treatises 
of  Adam  Smith,  Say,  and  Blanqui  were  translated  into  Rus- 
sian. Only  a  single  treatise  of  this  period  can  be  said  to  show 
originality,  and  to  be  of  some  importance, —  Butowsky's  On 
the  Wealth  of  Ifationa  (1849).  Its  importance,  however,  lies 
only  in  the  fact  that  it  covers  the  whole  field  of  economics ;  and 
it  is  original  only  in  the  sense  of  not  being  a  translation.  The 
author  studied  the  literature  of  foreign  countries,  and  pre- 
sented the  results  of  his  studies  in  Russian. 

The  state  of  Russia  during  this  period  was  such  that  no  lit- 
erature could  well  arise.  The  censorship  during  the  thirty 
years^  reign  of  Nicholas  smothered  all  thought.  State  and 
society  were  in  a  condition  of  stagnation,  and  there  was  no 
stimulus  to  scientific  thought.  Literary  capacity  was  rare,  and 
culture  was  confined  to  a  few  hundred  high  officials. 

The  year  1856,  after  the  Crimean  War,  was  a  turning-point. 
The  war  had  brought  the  conviction  that  the  old  system  of 
government  was  untenable.  Reform  began.  The  serb  were 
emancipated,  railroads  were  built,  a  large  number  of  credit 
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institations  were  created,  local  Belf-govermnent  was  established 
in  cities  and  provinces.  Economic  training  was  required  for 
these  measures,  and  a  demand  for  the  study  of  political  econ- 
omy set  in.  Political  economy  became  the  fashion.  The 
newspapers  of  that  date  are  full  of  articles  on  economic  sub- 
jects, and  a  periodical,  the  EcanomiBt^  was  established  for 
their  special  treatment.  But  the  foundations  of  economic  sci- 
ence did  not  exist.  There  were  no  text-books,  and  the  supply 
of  all  kinds  of  economic  literature  was  deficient.  It  was  of 
course  impossible  to  write  text-books  at  once ;  and  translations 
of  German,  French,  and  English  works  were  resorted  to.  The 
well-known  treatises  of  Roscher,  Thtlnen,  Gamier,  Ricardo^ 
Mill,  McLeod,  Carey,  appeared  in  Russian,  with  more  or  less 
of  editing  and  modification.  This  translated  literature  main* 
tains  itself  to  our  day.  Valuable  publications  appear  in  for- 
eign countries;  and  so,  for  example,  we  have  had  recent  trans- 
lations of  Cossa's  Italian  text-book  and  of  the  second  volume 
of  Marx's  Capital.  But  the  period  of  translations  has  passed ; 
and  the  most  important  part  is  now  played,  not  by  translations, 
but  by  works  written  in  Russian.  Foreign  works  can  teach  us 
only  economic  principles.  We  have  studied  them  and  learned 
something  from  them ;  but  Russian  society  has  its  own  prob* 
lems,  imperatively  demanding  solution.  These  problems  have 
found  consideration  in  the  Russian  text-books, — ^the  land  prob- 
lem, for  instance,  the  problem  of  clearing  off  the  dues  of  the 
peasantry,  and  others.  In  the  earlier  period  there  was  but  one 
treatise  of  this  kind, — Principles  of  Political  Economy^  pub- 
lished in  1862  by  Gorlov,  at  that  time  professor  at  the  Univer- 
sity of  Petersburg.  Other  treatises,  by  Hodsky,  Ivanykov, 
Werden,  and  Antonovitch,  are  of  very  recent  date,  between 
1880  and  1887.  All  are  more  or  less  successful  compilations, 
and  all  are  much  influenced  by  German  models. 

Our  monographic  literature  deserves  more  attention.  Some 
monographs  are  thoroughly  independent  investigations,  and 
may  be  compared  with  the  best  of  similar  foreign  works.  But 
this  is,  of  course,  not  the  case  with  the  majority ;  and  the  aver- 
age is  mediocre.  The  average  quality  is  certainly  below  the 
average,  for  instance,  of  German  literature.  The  thoroughness 
of  the  Germans  is  not  to  be  found.    The  Russian  is  more  super- 
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ficial,  less  serious :  in  this  respect,  he  is  rather  like  the  French- 
man. But  he  is  also  like  the  Frenchman  in  another  less  unfa- 
vorable point.  His  presentation  is  clearer  than  that  of  the 
German,  his  style  more  simple  and  less  involved.  Doubtless, 
the  character  of  the  Russian  language  has  its  effect.  Its  con- 
struction is  more  pliable  and  permits  greater  variety  than  is  the 
case  with  the  German  language,  with  its  stiff  professorial  style. 
Our  language  has  more  resemblance  to  French  and  English. 
Still  another  peculiarity  of  Russian  literature  is  this:  English, 
French,  and  German  writers,  as  a  rule,  are  familiar  only  with 
the  literature  of  their  own  country.  Russian  authors  are 
more  cosmopolitan.  German,  French,  English,  and  in  recent 
times  not  unfrequently  Italian,  works  are  regarded.  Neverthe- 
less and  for  all  that,  the  average  quality  is  not  particularly  high. 
Some  monographs  come  from  the  pens  of  youthful  writers, 
and,  as  might  be  expected,  carry  the  stamp  of  their  authorship. 
They  are,  in  the  main,  dissertations  written  in  order  to  obtain 
a  degree,  and  occasionally  are  patchwork  pure  and  simple. 

Finally,  we  may  note  the  difference  between  the  old  and  the 
new  fnodtts  scribendi.  In  former  times,  the  would-be  writer 
collected  a  few  shelves  full  of  books,  read  them,  and  wrote  a 
monograph.  A  new  book  was  done  and  ready  in  the  course 
of  a  few  months.  If  the  writer  was  empty-headed,  an  eleventh 
book  was  simply  added  to  the  other  ten.  If  he  was  a  man  of 
capacity,  he  enriched  the  literary  supply  with  a  new  compila- 
tion, but,  after  all,  only  a  new  compilation  from  the  same 
material.  Nowadays,  the  task  is  more  complicated  and  difficult, 
and  more  is  demanded  of  a  monograph.  Quite  a  different  pro- 
cedure has  become  the  fashion.  The  modem  author  must  col- 
lect his  material  himself,  at  the  place  where  it  lies.  He  must 
often  make  wearisome  and  expensive  journeys;  he  must  search 
through  the  large  libraries  and  archives  of  Berlin,  Vienna, 
Rome,  Paris,  before  he  can  produce  a  thorough  piece  of  work. 
Time  and  money  must  be  expended.  If  he  has  skill  in  work- 
ing over  his  material,  the  result  is  good.  If  he  has  not  such 
skill,  the  result  is  neither  good  nor  bad,  but  something  at  least 
is  gained  in  the  shape  of  the  new  material.  Another  writer 
will  not  fail  to  appear,  who  will  be  able  to  make  better  use  of 
it.    This  laborious  procedure  is  not  necessary  for  the  treatment 
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ci  an  sabjccu.  Abdraet  iiiTesdgatioiiB  do  not  doBaad  it;  tat 
eeoDomic  monogni^  tresthig  abstnd  queitions  off  theoiy^ 
mre  in  the  minoirtr,  and  appear  Tery  rardj.  In  leeent  yearm, 
tat  one  important  work  of  this  kind  has  taen  pnbliriied^ 
Siber's  Ricardo  amd  Marx  (18^).  Moat  monographs  treat 
of  concrete  sabjecta,  and  atndiea  of  this  dianeter  prernl 
largely  in  the  moat  recent  Rnanan  literatore. 

The  majoritT  of  our  economic  works  hare  a  practical  or^;iii. 
They  owe  their  existence  to  the  immediate  and  argent  needs 
of  onr  social  conditions,  which  hare  stimnlated  thon^ti  or  at 
least  are  closely  connected  with  recent  investigations. 

The  first  in  order  of  the  questions  presented  by  onr  aocinl 
conditions  —  a  question  which  in  its  time  attracted  not  a  little 
attention,  and  made  not  a  little  bad  blood — was  that  relatii^ 
to  the  peasantry  and  the  land.  The  emancipation  of  the  aerfe 
in  1861  brought  with  it  the  need  of  regulating  the  proprietary 
rights  of  the  peasantry.  But  almost  all  peasant  proprietorsliip 
was  and  still  is  ownership  by  the  commune.  The  question 
arose  whether  the  government  should  promote  this  systcsm  of 
ownership.  Some  were  of  the  opinion  that  the  commune 
should  be  split  up,  in  order  to  improve  agriculture.  This 
opinion  aroused  great  opposition  on  the  part  of  the  Old  Rus- 
sian party,  which  considered  the  peasants'  commune  a  sacred 
thing.  The  question  is  a  most  complicated  one,  and  cannot 
be  answered  in  a  word.  Not  until  recent  years  has  the  con- 
viction been  reached  that  the  commune  must  be  retained,  in 
order  to  insure  to  the  peasants  their  ownership  in  the  land, 
and  this  even  though  it  is  seen  that  such  a  system  hampers  the 
progress  of  agriculture.  At  present,  our  literature  has  hardly 
any  opponents  of  the  communal  system.  Thirty  years  ago, 
however,  we  were  still  much  in  the  dark.  The  government 
was  undecided.  The  law  recognizes  both  kinds  of  ownership, 
communal  and  individual;  and  neither  is  promoted  or  ham- 
pered. Prince  Vassilschikov,  Messrs.  Kavalin  and  Posnikov 
(I  mention  only  the  most  prominent),  have  done  much  to  clear 
up  this  question,  and  have  done  excellent  service  by  their 
extensive  monographs  on  it.* 

*  On  the  emancipatioii  of  the  serfo  in  RuasiA,  we  have  two  comprehensive 
treatises,  by  Skrebitzky  and  Ivanykov. 
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The  next  problem  was  that  of  agrioultiiral  credit  on  long 
time.  It  was  supposed  that  the  landed  proprietor  would  need 
money.  The  serfs  were  free ;  and,  in  future,  workmen  would 
have  to  be  hired.  Moreover,  many  would  find  it  necessary  to 
buy  agricultural  implements.  Hitherto,  they  had  had  none, 
their  fields  having  been  tilled  by  the  serfs,  with  tools  belonging 
to  the  serfs.  Besides,  the  character  of  agriculture  would  un- 
dergo a  reform ;  and  machines  would  have  to  be  substituted  for 
manual  labor.  All  this  was  going  to  cost  money.  But  at  that 
time  there  existed  none  but  government  banks,  whose  organi- 
zation was  quite  irrational.  They  made  loans  for  periods  of 
fifty-six  years,  while  their  means  consisted  of  deposits  payable 
on  demand.  They  were  able  to  maintain  themselves  only 
through  the  government  and  by  aid  from  government  funds. 
It  was  perceived  that  they  were  untenable,  and  it  was  deter- 
mined to  wind  them  up.  Attention  had  to  be  paid  to  private 
banks,  which,  however,  had  first  to  be  created.  At  that  time, 
few  persons  in  Russia  had  any  conception  of  private  banking. 
The  first  treatise  on  private  banks  appeared  just  at  this  time, 
a  monograph  by  the  academician  Besobrasov,  on  mortgages, 
in  which  different  European  establishments  making  loans  on 
long  time  were  described.  The  old  government  banks  were 
wound  up,  and  about  twenty  new  joint-stock  banks  and  credit 
associations  were  gradually  founded.  Very  rosy  ideas  of  the 
effect  of  credit  were  then  entertained  by  Besobrasov,  as  well 
as  by  others.  But  one  side  of  the  matter  was  looked  at, —  the 
advantages  which  credit  would  bring.  But  an  experience  of 
thirty  years  has  now  shown  that  there  are  two  sides  to  the 
matter,  as  there  are  to  most  things  of  this  world.  Now  we 
know  that  credit  helps  only  the  thorough  and  careful  farmer, 
but  brings  ruin  to  him  who  is  careless  and  stupid.  The  landed 
proprietors  now  cry  out  that  the  banks  have  plucked  them, 
and  made  high  dividends  at  the  expense  of  the  land-owners ; 
that  credit  has  obliterated  the  distinction  between  real  and 
personal  property,  and  taken  the  land  out  of  the  hands  of  the 
old  nobility  and  put  it  into  the  hands  of  strangers.  A  consid- 
eration of  this  disadvantageous  side  of  credit  was  undertaken 
by  Mr.  Hodsky,  who  published  some  years  ago  a  thorough 
treatise  on  Agrictdtural  Credit  in  JRussia.    This  work  rests 
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mainly  on  the  well-known  investigations,  in  the  same  field,  of 
the  German  economist,  Rodbertos.  The  nobility,  which  is  all- 
powerfol  in  Russia,  has  been  successful  within  two  years  in 
securing  of  the  government  the  establishment  of  an  exclusive 
bank  for  the  nobility.  It  is  the  object  of  this  institution, 
which  is  founded  by  the  government,  and  belongs  to  the 
crown,  to  compete  with  the  private  banks,  and  to  assume,  at 
a  low  rate  of  interest,  the  loans  formerly  contracted  with 
these  banks.  It  operates  by  means  of  mortgages.  Its  trans- 
actions as  yet  have  had  no  considerable  results. 

The  third  great  task  arose  again  in  consequence  of  the 
emancipation  of  the  serfs.  The  lands  of  the  peasants,  which 
had  been  in  their  possession  from  remote  times,  but  in  law  had 
been  the  property  of  the  gentry,  now  became  private  property 
of  the  peasants.  In  order  to  pay  for  them,  the  peasantry  were 
required  to  pay  to  the  government  in  the  course  of  forty-nine 
years  the  assessed  value  of  each  plot.  The  government  on  its 
part  used  the  money  so  obtained  in  order  to  pay  the  interest 
and  principal  of  the  securities  which  were  given  to  the  land- 
owners in  exchange  for  their  previous  possessions.  The  peas- 
antry, of  course,  have  also  to  pay  various  other  t^es.  Well, 
it  is  asserted  that  their  burdens  are  by  no  means  light. 
Whether  or  not  this  be  the  case,  the  fact  cannot  be  disputed 
that  the  peasant  is  often  in  need  of  money,  that  he  must  pay 
high  rates  of  interest  to  get  it,  and  consequently  falls  into  the 
hands  of  the  usurer.  It  was  endeavored  to  meet  this  evil  by 
founding  small  co-operative  credit  associations  on  the  model 
of  the  liaiffeisen  associations  in  the  Rhine  provinces,  and  of 
the  Schulze-Delitzsch  associations  of  Germany  in  general. 
Messrs.  Luginin,  Jakovlev,  and  Kalypanov  have  done  much  in 
this  respect  by  pamphlets,  model  statutes,  and  circulars  of 
information,  which  they  have  published  at  low  rates. 

Misfortunes  never  come  singly,  and  no  sooner  had  it  become 
certain  that  there  was  a  grave  question  of  credit  for  the  peas- 
antry than  another  difficulty  appeared.  In  many  villages,  the 
plots  which  had  been  received  by  the  emancipated  serfs  proved 
to  be  too  small  to  support  their  families.  In  1877,  Mr.  Janson, 
professor  at  the  University  of  Petersburg,  made  a  minute  sta- 
tistical investigation  of  this  question,  and  proved   in  figures 
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the  inBofficiency  of  the  plots  received  by  the  peasants.  The 
goveniment  had  again  to  step  in,  and  again  by  means  of  credit. 
Two  years  ago,  a  government  Peasants'  Bank  was  established. 
If  a  peasant  wishes  to  buy  a  plot  of  land,  this  bank  advances 
him  the  money  for  the  purpose,  of  which  principal  and  inter- 
est are  to  be  repaid  by  an  annual  payment  of  six  per  cent, 
through  twenty-four  years.  The  same  privilege  exists  for  com- 
munes and  for  associations  of  peasants  for  the  purpose  of  buy- 
ing land.  The  bank  secures  its  funds  by  selling  mortgages 
founded  on  these  transactions  and  guaranteed  by  itself. 
Closely  connected  with  the  insufficiency  of  the  peasant's  plot 
of  land  is  the  question  of  his  extra  earnings.  If  his  plot 
did  not  yield  enough  to  support  his  family,  how  is  he  to  fight 
his  way?  Answer:  by  various  extra  earnings  as  factory 
workman,  as  village  mechanic,  as  day  laborer.  His  chief 
resource  is  agricultural  labor.  The  peasants  of  Middle  and 
Northern  Russia,  where  the  land  is  sterile,  swarm  in  spring 
to  Southern  Russia,  where  they  work  as  agricultural  laborers 
on  the  steppes.  For  this  purpose,  and  for  other  purposes 
where  collective  work  is  to  be  done,  they  form  associations 
(artels),  Madame  Jefimenko  has  earned  a  name  in  literature 
by  a  number  of  articles  in  periodicals  devoted  to  this  ques- 
tion. Mr.  Issajev,  professor  at  the  Law  School  of  Jaroslav, 
has  also  published  a  monograph  on  artels,  which  followed 
an  earlier  work  on  laborers'  associations  in  France  and  Ger- 
many. 

Russia's  fourth  plague  is  the  inconvertible  paper  money. 
This  currency  has  existed  in  Russia  since  the  last  century. 
The  Empress  Catherine  II.  introduced  it;  and,  since  that 
time,  it  has  not  been  possible  to  root  it  out.  During  the 
great  Napoleonic  wars  at  the  beginning  of  this  century,  the 
total  issue  reached  836,000,000  roubles.  Their  value  sank  to 
42  per  cent.,  then  rose  to  66  per  cent.  At  the  latter  rate, 
the  government  redeemed  them  in  1839;  and  a  remainder 
of  178,000,000  roubles  was  made  convertible  into  coin.  But 
this  state  of  things  lasted  only  to  the  time  of  the  Crimean 
War.  In  1854,  specie  payments  were  again  suspended,  and 
have  not  yet  been  resumed.  The  military  expenses  increased 
portentously;    and  the  government  turned  to  the  good  old 
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resource,  the  printing-press,  as  it  had  done  in  the  time  of 
Napoleon.  The  last  war  with  Turkey  increased  the  total 
paper  issues  to  more  than  a  milliard.  That  is  the  present 
situation.  The  paper  stands  at  about  eighty  per  cent,  as  com- 
pared with  gold.  It  presents  a  most  difficult  task.  In  order 
to  diminish  the  quantity  of  paper  money,  a  new  loan  would 
have  to  be  contracted;  and  the  interest,  of  course,  would 
bring  another  burden  on  a  budget  which  already,  without  this 
new  obligation,  struggles  with  a  permanent  deficit. 

To  this  objective  difficulty,  a  subjective  one  must  be  added* 
We  have  our  inflationists,  as  other  countries  have  had  them  ; 
and,  as  ill  luck  would  have  it,  the  late  influential  editor  of 
the  Moscow  GkizeUey  Katkov,  was  the  head  inflationist.f  He 
even  succeeded  in  finding  a  few  favor-currying  economists, 
who  worked  over  his  articles  and  advocated  his  notions.  Mr. 
Katkov,  however,  had  such  influence  in  Petersburg  that  he 
could  drive  from  office  any  minister  who  refused  to  follow  his 
advice.  Mr.  Kaufmann  was  the  first  who  published  a  consid- 
erable treatise  in  Russia  on  inconvertible  paper  money.  He 
chose  as  his  subject  the  period  of  the  suspension  of  specie 
payments  in  England,  which  he  treated  from  the  original 
sources, —  the  Parliamentary  documents  and  proceedings, — 
and  from  which  he  proved  the  nature  and  effect  of  paper 
money.  Subsequently,  he  wrote  pamphlets  on  the  resump- 
tion of  specie  payments  in  Russia.  Mr.  Bunge,  professor  at 
the  University  of  Kiev,  and  subsequently  minister  of  finance, 
has  published  pamphlets  on  the  same  subject. 

Russia  is  an  agricultural  country.  Its  manufactures  are 
little  developed.  Many  cities  have  the  look  of  the  country, 
and  the  main  occupation  of  their  inhabitants  is  still  agricult- 
ural. Good  or  bad  crops  are  the  important  factors  for  the 
prosperity  of  the  country.  But  the  grain  must  find  a  market. 
In  recent  years,  this  market  has  been  beset  with  formidable 
competitors.  Fifty  years  ago,  Russia  and  Hungary  provi- 
sioned all  the  rest  of  Europe.  About  ten  years  ago,  Ameri- 
can grain  began  to  compete  with  Russian  grain,  and  with  no 
small  success.     Then  came  the  importation  from  Australia, 

*  [The  reader  will  observe  that  the  present  letter  is  dated  some  weeks  beforo 
the  death  of  Katkov.] 
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and  verj  recently  that  from  India.  This  competition  has 
caused  no  little  trouble  to  the  Russian  grain-grower,  and  has 
even  induced  the  government  to  take  some  measures.  The 
minister  of  finance  ordered  Mr.  Orbinsky  to  proceed  to  Amer* 
ica,  to  study  on  the  spot  the  agriculture  and  the  grain  trade 
of  the  United  States.  The  result  of  this  journey  was  an  inter* 
esting  and  comprehensive  book,  entitled  TTie  Chain  TVade  of 
the  United  States  (1880).  Even  before  this,  the  Geographi- 
cal Society  of  Petersburg  had  published  a  large  encyclopedic 
work,  consisting  of  a  number  of  monographs.  The  society 
had  requested  experts  in  all  the  more  important  centres  of  the 
grain  trade  in  Russia  to  write  the  results  of  their  observations 
and  to  collect  statistical  material,  and  the  work  referred  to 
was  the  result  of  these  investigations. 

Forty  years  ago,  we  had  not  a  single  railroad.  At  present 
there  are  about  twenty-three.  Again,  it  was  the  Crimean  War 
which  proved  that  it  was  almost  impossible  to  defend  the 
country  without  means  of  transportation.  But  the  railroads 
have  cost  much  money  and  a  great  deal  of  trouble.  The  first 
road  was  built  and  managed  by  the  government,  and  both  con- 
struction and  management  proved  very  expensive.  It  was 
then  decided  to  intrust  the  building  of  railroads  to  joint-stock 
companies.  But  the  condition  of  the  money  market  in  Russia 
at  that  time  made  it  impossible  to  secure  the  necessary  capi- 
tal on  this  plan.  The  joint-stock  method  was  almost  unknown 
in  Russia,  railroads  were  new  enterprises,  and  capital  was 
timid.  A  French  company  then  offered  its  services.  It  has 
built  two  lines,  but  has  failed  to  carry  out  the  great  plan  of 
providing  all  Russia  Vith  trunk  lines.  Nevertheless,  the  com- 
pany was  of  service  to  the  country ;  for  it  proved  to  the  Rus- 
sian capitalists,  by  an  object  lesson,  that  railroads  are  profi- 
table. The  Russian  capitalists  then  became  enterprising,  and 
were  by  no  means  inclined  to  leave  this  chance  for  dividends 
to  remain  in  the  hands  of  the  foreigners.  Nevertheless,  the 
greater  part  of  the  capital  invested  in  our  railroads  is  still  de- 
rived from  abroad,  railway  securities  finding  their  chief  mar- 
ket in  Germany.  The  history  of  railway  building,  during  the 
thirty  years  which  have  followed,  is  a  history  of  vacillating 
policy  by  the  government.    It  gives  a  significant  picture  of 
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the  hand-to-moath  administration  at  Petersburg,  with  its  favor- 
itism and  its  bureaucratic  methods.  At  the  outset,  the  min- 
ister of  transportation  was  authorized  to  select,  at  his  dis- 
cretion, an  entrepreneur^  who  took  it  on  himself  to  found  a 
stock  company.  It  may  be  imagined  what  abuses  were  con- 
nected with  this  order,  or  rather  disorder,  of  affairs.  Next, 
public  bids  were  resorted  to ;  but  the  minister  still  had  the 
right  to  set  aside  the  lowest  bidder  and  to  select  another, 
under  pretext  that  the  latter  gave  better  security  for  doing  the 
work  thoroughly.  Again,  a  pretty  system !  At  last,  the  gov- 
ernment patched  up  a  new  plan.  The  individual  entreprenevr 
was  decided  to  be  unnecessary,  and  the  government  itself  forms 
the  company  and  sells  the  stock.  The  stockholders  have  a  gen- 
eral meeting  under  the  superintendence  of  a  government  offi- 
cial, and  elect  directors.  Experience  shows  that  the  railway 
magnates  buy  up  the  stock  through  straw-bidders,  and  get 
the  enterprise  into  their  hands  exactly  as  in  old  times.  Mr. 
Qolovatschov  has  written  a  very  interesting  history  of  the 
railway  troubles.  Mr.  Zechanovetzky,  at  that  time  professor 
at  the  University  of  Kiev,  wrote  a  history  of  the  English  rail- 
road experience,  based  on  the  Parliamentary  documents.  The 
most  important  work,  however,  is  one  which  embraces  the 
whole  subject  of  railroad  transportation,  written  by  Mr.  Tschu- 
grov,  professor  at  the  University  of  Moscow. 

At  the  present  time,  we  have  more  than  two  hundred  and 
ten  large  joint-stock  banks,  as  many  credit  associations,  and 
about  three  hundred  smaller  city  banks.  All  give  commercial 
credit  on  short  time.  Matters  have  not  always  been  in  this 
condition.  As  has  already  been  said,  time  was,  especially  be- 
fore the  Crimean  War,  when  agricultural  credit  was  granted 
only  by  the  government  banks.  The  same  was  the  case  with 
commercial  credit.  At  that  time  there  existed  but  a  single 
important  bank  of  this  kind  at  Petersburg,  with  a  few 
branches  in  the  larger  provincial  cities.  This  single  institu- 
tion, which  now  has  been  re-formed  and  has  been  enlarged  by 
the  addition  of  fifty  branches,  belonged  to  the  government. 
In  the  provinces  there  were  no  more  than  twenty  smaller  city 
banks.  Credit  hardly  existed  in  Russia,  and  the  nature  of 
credit  was  not  understood.     The  whole  literature  on  the  sub- 
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jeot  oonsiBted  of  two  translations  of  the  well-known  works  of 
Coqnelin  and  Conrcelle-Seneuil.  Messrs.  Bnnge  and  Beso- 
brasov,  whose  names  have  already  been  mentioned,  were  the 
first  to  treat  the  theory  of  credit  in  Russian;  but  the  first 
work  which  treated  the  entire  subject  of  credit  was  written 
again  by  Mr.  Kaufmann.  The  same  author  published  subs^ 
quently  a  history  of  the  old  Italian  banks. 

In  closing,  two  remarks  must  be  made,  lest  a  false  impres- 
raon  be  given  of  the  condition  of  our  economic  literature.  In 
the  first  place,  this  letter  has  mentioned  only  the  more  impor- 
tant publications,  and  has  not  considered  articles  in  periodi- 
cals. In  the  second  place,  the  literature  of  finance,  although  it 
doubtless  belongs  in  the  field  of  political  economy,  has  not 
been  considered  at  all.  h. 
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Yorschlage.  Berlin:  Heymann. 
8yo.    pp.  144.    8  m. 

ScHOXN  (M.).  Die  deutsche  Aus- 
wanderung  und  Colonisation.    [So- 


dale  Zeitfragen,  N.  F.,  Heft  la] 
Minden:  Brans.  8va  pp.  28. 
80  m. 

In  PerMUeaU. 

Bbokxb  (K.).  Unsere  Verloste 
durch  Wanderung.  Jahrb.  f. 
Gesetzg.,  11,  Heft  8,  4. 

DxLAVAUD  (L.).  La  Politique  Co- 
loniale  de  rAllemame.  Ann.  de 
Tec.  Libre  des  Sd.  Pol,  Oct. 


IV.    PRODUCTION,  MANUFACTURES,  AGRICULTURE. 

In  PeriodieaU. 
Cbockkb  (U.  H.).    Over-prodaction      Paabohx  (H.).    Die   tfingste  Ent- 
and  Commercial  Distress.    Boston :         wickelung  der  Zuckermdustrie  and 
Clarke  A  Carruth.     pp.  87.     8vo.         die    Reform    der    Zuckerrteaer. 

Jahrb.  f.  Nat.  Oek.,  15,  Heft  4. 


246 


QUARTERLY  JOURNAL  OF  EC0N0UIC8 


V.    EXCHANGE  AND  TRANSPORTATION. 


DoBSET  (£.  B. ).  English  and  Amer- 
ican Railroads  compared.  With 
Discussions  by  W.  W.  Evans, 
T.  C.  Clarke,  and  E.  P.  North. 
New  York:  J.  Wiley  <&  Sons. 
8to.    $1.50. 

PiCARD  (A.).  Traits  des  Chemins 
de  Fer.  Tome  IV.,  Exploitation 
Commerciale,  Transport  des  Voy- 
ageors  et  des  Marcnandises,  Re- 


&:imedes£mbranchementt.  Paris: 
Lib.  Rothschild.  8yo.  pp.  1117» 
avec  figores;  index  general,  8yo, 
pp.  69. 

In  PtriodicaXM. 

Gomel  (C).  Le  Prix  de  Revient^ 
les  Produits  et  la  Yaleor  des 
Chemins  de  Fer  de  r£tat.  jficoii. 
Fran^ais,  Not.  12. 


VL    INTERNATIONAL  TRADE   AND  CUSTOMS  TARIFFS. 


Bablot-Maitbs  (E.).  La  Crise 
Agricole,  Industrielle,  et  Com- 
merclelle,  ou  Movens  de  r^tablir 
PEqoilibre  entre  les  Importations 
et  les  Exportations.  Chalons-sur- 
Mame:  Martin  Fibres.  8yo.  pp. 
178. 

Berkeley  (H.).  Wealth  and  Wel- 
fare; or.  Our  National  Trade  Pol- 
icy and  its  Cost.  London:  Mur- 
ray.   8yo.    pp.  276.    6s. 

In  Periodicals, 
Pabeto  (V.).     Le  Nouveau  Tarif 


Douanier     Italien.      Joum.     de» 
Econ.,  Oct. 

Raffalovich  (A.).  L'Exportation 
compart  des  Produits  Fabriqu^a 
dos  Principaox  Pays  de  T  Europe. 
Joum.  de  la  Soc  de  Stat,  de  Paris. 
Nov. 

UivsiGNED.  Das  Merlnoschaf  und 
der  WollzoU.  V.  [Conclusion.] 
Viertelj.  f.  Volksw.,  24,  Band  4, 1. 

Wood  ( W.  M. ).  India's  Unadjusted 
Trade  Balance.  Pol.  ScL  Quai^ 
terly,  Dec 


VIL    FINANCE. 


Buxton  (S.).  Finance  and  Politics 
since  the  Crimean  War,  with  a 
Sketch  from  1815.  London:  Mur- 
ray.   8vo.     [Announced.] 

Faube  (F.).  Les  Budeets  Contem- 
porains:  Budgets  de  la  France  de- 
puis  Vingt  Ans  et  des  Principaux 
£tats  de  r  Europe  depuis  1870: 
D^veloppement  des  Chemins  de 
Fer,  Navigation,  Commerce,  Forces 
Militaires  des  Principaux  Pays. 
Paris:  Guillaumin  <&  Cie.  4to. 
pp.  568.    30  fr. 

Neumann  (F.  J.).  Die  Steuer. 
Band  I.,  Die  Steuer  und  das  of- 
fentliche  Interesse.  [Wesen  der 
Steuer  und  Gliederung  der  Staats- 
und  Gemeinde  Einnahmen.  |  Leip- 
zig: Dimcker  <&  Humblot.  8to. 
pp.  571.    10  m. 

Pantaleoni  (M.).  Teoria  della 
Pressione  Tributaria  e  Metodi  per 
misurarla.  Parte  I.  Rome:  L. 
Pasqualucci.    8vo.    pp.  78.    2  fr. 


In  Periodicals. 


Lebot-Beaulieu  (P.).  Les  D^- 
penses  des  Localites  en  France,  en 
Italie,  et  en  Angleterre.  J^con. 
Fran^als,  Dec.  10,  17. 

Levi  (L.  ).  Our  National  Expendi- 
ture.   Fortnightly,  Dec 

Reitzenstein  (F.  von).  Ueber 
Finanzielle  Konkurrenz  von  6e- 
meinden,  Kommunalverbanden, 
undStaat.  (Third article.)  Jahrb. 
f.  Gesetzg.,  11,  Heft  3,  4. 

Scheel  (H.  v.).  Reichseinkommen- 
steuer  imd  Reichserbschaftssteuer. 
Unsere  Zeit,  1887,  Heft  11. 

Stbingher  (B.).  II  Vecchio  e  il 
Nuovo  Slstema  Tributario  degli 
Spirit!  in  Germanla  e  nella  Sviz- 
zera.  Giom.  degli  Economistly 
Dec. 

Unsigned.  National  Debt  and  Local 
Loans  Act,  1887.  [With  text  of 
the  Act  and  of  Treasury  Minute 
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on  a  Local  Loans  Budget.]  Joum. 
Inst  of  Bankers,  Oct 

.    Die  Reform  der  Branntwein- 

steuer.  (From  report  of  Reichs- 
tag's commission.  Concluded.) 
Ann.  des  Dentsch.  Reichs,  No.  10. 


Waonsb(A.).  Finanzwissenschaft 
nnd  Staatssozialismns.  i2d  arti- 
cle.] Zeitsch.  f.  Ges.  Staatsw., 
43,  Heft  4. 


Vm.    MONEY,  BANES,  AND  CREDIT. 


CxBNUSCHi  (H.).  Le  Pair  Bim^tal- 
lique.  [Notes  submitted  to  the 
English  Gold  and  Silver  Commis- 
sion.] Paris:  Guillaumin  <&  Cie. 
8vo.    pp.  8a.    3  fr. 

Fbanqois  (G.  ).  Clearing-houses  et 
Chambres decompensation.  Lille: 
Danel.    8yo.    pp.  176. 

Glackemeyeb(iI).  Die  Creditver- 
eine  nach  Schulze-Delitzsch  und 
die  Darlehnskassen  nach  Raiff- 
eisen.  Eine  Gegeniiberstellung  zur 
Belehnmg.  Hannover :  Meyer. 
8vo.    pp.  66.    1  m. 

Lxvi  (L.).  Delle  Riforme  neces- 
sarie  alia  Moneta  Metallica.  Bo- 
logna: Zanichelli.    8to.    pp.  163. 

PiSKO  (I.).  Die  Aufnahmeder  Baar- 
zahlungen  in  Oesterreich-Ungam 
und  die  Internationale  Re|;erung 
der  Wahrungsfrage.  Ytenna : 
Manz.     Syo.     pp.  56.     1.80  m. 

ZAHBOia  (P.).  Prezzo  Medio  delle 
Derrate  Veronesi  per  il  Centesimo, 


1787-1886.  Verona:  Tip.  Fran- 
chinL 

In  PeriodicaU. 

Conrad  (J.).  Beitrage  zur  Beur- 
theilunff  der  Preisreduktion  in  den 
SOer  Jahren.  Jahrb.  f.  Nat  Oek., 
15,  Heft.  4. 

.    Die  Getreideprelse  im  preus- 

sischen  Staat,  1765-1788.  Jahrb. 
f.  Nat  Oek.,  15,  Heft  4. 

FoviLLS  (A.  de).  Une  Enau6te 
sur  les  Prix  de  D^UiL  L'Econ. 
Fran^ais,  Sept  10,  24,  Oct  22, 
Nov.  26. 

Lebot-Beauldeu  (P.).  La  Repar- 
tition de  rOr  dans  le  Monde. 
L'£con.  Fran^ais,  Oct  8,  15. 

Stbauss    (L.).      Le  Pair  Bim^tal- 

lique  de  M.  Cemuschi.  Joum.  des 

£con.,  Dec 
Struck    (E.).     Der   Internationale 

Geldmarkt  im  Jahre  1886.    Jahrb. 

f.  Gesetzg.,  11,  Heft  3,  4. 


IX.    SOCIAL  QUESTIONS. 


Anonymous.  Die  Beschaftigung 
der  Arbeitslosen :  Die  Organisa- 
tion der  offenen  Erankenpflege. 
Der  Werth  allgemelner  Waisenan- 
stalten.  [Sohriften  des  Vereins  fiir 
Armenpflege.1  Leipzig:  Duncker 
&  Humblot   8vo.   pp.  145.   3.20  m. 

.    Big  Wages,  and  how  to  earn 

them.  By  a  Foreman.  New  York: 
Harper  &  Bros.  16mo.  pp.  227. 
75cts. 

AvKLiNQ  (E.  and  E.  M.).  The 
Working-class  Movement  in  Amer- 
ica. London :  Swan,  Sonncnschein 
&  Co.     12mo.     pp.  202.     U. 

BoEHHERT  (V.)  [editor].  Das  Ar- 
menwesen  in  77  deutschen  Stadten 
und  einigen  Landarmenverbanden. 
I.  Abtheilung.  Dresden.  4to. 
pp.  258. 


BuETOw  (O.).  Die  Losung  der  So- 
cialen  Frage-  Thl.  1.  Der  Racen- 
Ursprune  der  gesellschaftlichen 
Frage.  Berlin:  Bottcher.  8vo. 
pp.  296.    6  m. 

Crouzel  (A.).  £tude  Historique, 
Economique,  et  Juridique  sur  les 
Coalitions  et  les  Graves  dans  T  In- 
dustrie. Paris:  Lib.  Rousseau. 
8vo.    pp.  555.     10  fr. 

GuNTON  (G. ).  Wealth  and  Progress. 
[1.  Increasing  Production,  its  Law 
and  Cause:  2.  The  Law  of  Wages 
stated ;  3.  Principles  and  Methods 
of  Social  Reform.]  New  York: 
Appleton  <&  Co.  12mo.  pp.  404.  $1. 

Jacobson  (A.).  Higher  Ground: 
Hints  towards  Settling  the  Labor 
Troubles.  Chicago:  A.  C.  Mc- 
Clurg&Co.    16mo.    pp.254.     $1. 
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Kambu  (C.  W.).  Die  acnUleii  Pfti^ 
t«i«ii  ond  aniere  Stellong  za  Den- 
•elben.  St  Galkn:  Huber  A  Cie. 
pp.  918.    8to.     7  m. 

MoBOMTi  (L.).  Let  Probl^inet  dn 
Ftapcrisme:  U  V^rifte  sor  U  Pro- 
prieCe  ci  le  TrmTmiL  Pvis:  Ghia 
18ma.    pp.  902. 

NxsrE  (IL).  Ennittelangen  aber 
die  LohnTerbiltniMe  in  Breeliui. 
Bettrige  ctt  Sodaltftiirik  Heft 
1.  BmlAa:  MorgensterxL  8to. 
pp.  104,     1.50  m. 

RiCHTEB  (E.).  Lebenshaltong  and 
Sterfoliclikeit  in  den  groeaen  Stidt- 
en.  [Sozude  Zeitfruen^  N.  ¥., 
Heft  22.]  Xlnden:  Bmns.  dva 
pp.04.     1.50  m. 

KoESiCKX  (B.).  Arbeitenchotz: 
Eine  Antwort  anf  W.  Oecheiluiu- 
ner'i  ^Die  Arbeiter  Fimge,"  etc 
DesMO.    8vo.    pp.    111.     1.20  m. 

Thompsoh  (P.).  The  Politics  of 
Labor.  New  York:  Belford 
Clarke  A  Ca    12mo.    $1.25. 

Wright  (C.  D.).  Third  Annual 
Report  of  the  Commissioner  of 
I^bor :  Strikes  and  Lockouts. 
[Containing  tables  relating  to 
Atrikes  and  lockouts  in  the  U.S. 
1881-H6;  a  chapter  on  strikes  be- 
fore 18H1 ;  a  chapter  on  legislation 
and  decisions  relating  to  strikes.] 
Washington:  CJovemment  Print- 
iiis;  Oftice.  Svo.  pp.  750.  [An- 
nounre<J.| 

In  Periodicals. 
AscuaoTT    (P.  F.).      Das    Projekt 


in 
15. 


Alter»-iL 

Enjriaiid.    JahrtiLtHat. 

BuKunsa  (B.).    TW  UaanplujqL 

Contemponry,  Dee. 
Grad  (C).    Le  SociaUnM  ^tMmX 

dans r Empire  AUemuML    L,  __ 
MS  SnriaJistai  et  8liti«tiqi 


HoDdca,  Not.  1. 
Hutdmas   (W.  H.).    Weilth  and 

AbilitT  :  A  Beply  to  Mr.  Mftlloelc. 

Fortn^Uy,  Xot. 
Maxi/xnc    (W.    H.).    Wealth   and 

the  Working  Classea     Fut    IT. 

Fortnl^Uj,  Oct. 
.  ^otes  on  Mr.  Hyndman's 

Reply.     Fortni^tly,  Dec 

MuTDur  (G.  Tan).    Ueber  Aibeitor- 

wohnnngen.      Unaere  Zeit,   1887, 

Heft  la 
Rabbkxo  (U.).    Le  MouTement  Co- 

opf^ratif    aux   ^tata-Unia.      Bar. 

d^£con.  PoL,  Dec 

Roberts  (C).  The  Phrsieal  Con- 
dition of  the  Masses.  Fortnig^y, 
Oct. 

ScHLOss  (D.  F.).  The  Sweating 
System.    Fortni^tly,  Dec 

St.  Marc  (H.).  Le  Syst^me  d'EI- 
berfeld:  Organisation  de  I'Assia- 
tance  Publlque  dans  une  Ville 
d'Allemagne,  Rev.  d'^con.  PoL, 
Oct. 

YiLLKT  (£.).  Les  Classes  Labori- 
euses  et  les  Classes  Dirigeantes. 
ReT.  d*:ficon.  Pol.,  Oct 


X.     LA>T). 


Jaeoeu  (E.).  Die  Agrarfrage  der 
fiegenwart.  Soclalpr^litlsche  Stu- 
dien.  Abth.  3.  Berlin:  Puttkam- 
mer  Sc  Miihlbrecht  8vo.  pp.  540. 
5  rri. 

Mauuick  (F.).  La  R(3forme  Agraire 
et  la  Mis^re  en  France.      Paris: 


Aux  Bureaux  du  Journal  '*La 
Terre  aux  Paysans.''  8vo.  pp. 
290.    3.50  fr. 

In  Periodicals. 
Unsigned.    Owner-farmed  and  Un- 
occupied Ijand  in  the  United  King- 
dom.   Economist,  Not.  26. 


XI.    LEGISLATION. 


EuTL  (M.).  Das  osterreichische 
UnfallverHicherungs-Ge^etz  . .  .  im 
Vergleiche  mlt  der  Unfallgesetz- 

§ebung  anderer  Staaten,  insoeson- 
ere  Deutschlands.     Wien :  Toep- 


litz    &    Deuticke.     8to.     pp.    98. 
1.60  m. 
Haas  (R.).    Die  Reichsgesetze  Tom 
25  Juni,  5  u.  12  JuU,  1887,  iib.  L 
den  Verkehr  mlt  blei-  u.  zinkhalt- 
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igen  Gegenstanden,  IL  die  Ver- 
wendang  gesundheitaschadlicher 
Farben  oei  der  HersteUung  von 
Nahnmgsmitteln,  etc.,  niT  den 
Yerkehr  mit  Enatzmittein  fur 
Butter,  mit  Ausfuhrungsbestimm- 
gen.  Nordlingen:  Beoc  12mo. 
pp.  305.    2.80  m. 

HuBKB  (F.  C).  Ausbau  und  Re- 
form des  Krankenyersicherungs- 
Gesetzes.  [Soziale  Zeitfrageu, 
N.  F./Heft  17.]  Minden:  Bruns. 
8to.    pp.  116.    2^  m. 

KsnLWAGKN  (M.).  Die  Besteuenmg 
des  Branntweins.  [Laws  and  Reg- 
ulations. Oct.,  1887,  from  official 
sources.]  Berlin:  Puttkammer  & 
MOhlbrecht.    Syo.    pp.300.     5m. 

EiBSCH  (L. ) .  Das  neue  Branntwein- 
steuergesetz  Yom  24  Juni,  1887, 
eingeleitet  und  erl&utert  Karls- 
ruhe: Macklot.  8yo.  pp.  70. 
1  m. 

Schmidt  (F.).  Deutsche  Reichsge- 
setze,  betr.  I.  den  Yerkehr  mit 
Kunstbutter  [Margarine];  IL  die 
Yerwendung  gesimdheitsschad- 
licher  Farb^;  III.  den  Yerkehr 
mit  Nahrungsmitteln.  Bielefeld: 
Helmich.    8yo.    pp.  43.     1.25  m. 

ScHOENFELD.  Die  Bestcuerung 
des  Branntweins  innerhalb  des 
deutschen  Reiches.  Zusammen- 
stellung  der  Gesetze  vom  24  Juni, 
1887,  vom  8  Juli,  1868,  und  vom 
19Juli,  1879.  Berlin:  Siemenroth. 
8vo.     pp.  170.     1.50  m. 

Wtesixoer  (C).  Das  Keichsgesetz 
betreffend  die  Besteuenmg  des 
Tabaks  vom  16  Juli,  1879  [with 
most  recent  executive  regulations]. 


Ausbach:  Brfigel  A  Sohn.  pp. 
205.    8vo.    1  m. 

In  Periodicals. 

Beauxont  (H.  de).  La  Legislation 
des  Debits  de  Boisaons  en  France 
et  k  riStranger.  L'Econ.  Fran^ais, 
Oct.  22. 

Hebbebtz  (W.).  Die  neuen  deut- 
schen Gksetze  fiber  die  Besteuenmg 
des  Branntweins  und  des  Zuckers. 
Yiertelj.  f.  Yolksw.,  24,  Band  4, 
2Halfte. 

Laves  (J.).  Die  Entwlckelunff  der 
Brennerei  und  der  Branntwembe- 
steuerunff  in  Deutschland,  insbe- 
sondere  das  neue  Branntweinsteu- 
ergesetz  vom  24  J  uni,  1887.  Jahrb. 
f.  Gesetzg.,  11,  Heft  3  and  4. 

ScHAKFFLE  (A.  £.  F.).  Uebersicht 
fiber  die  Yertrage,  Gesetze  und 
Yerordnungen  des  Jahres  1886. 
[General  Resume,  covering  many 
subjects  of  economic  interest.] 
Zeitschr.  f.  Ges.  StaaUw.,  43, 
Heft  4. 

Unsioked.  Die  Reform  der  Zuck- 
ersteuer.  [Text  of  the  Act  of 
July  9, 1887,  with  illustrative  doc- 
uments.] Annal.  des  Deutsch. 
Reichs,  Kos.  11  and  12. 

Zblleb.  Das  Reichsgesetz  uber  die 
Unfall-  imd  Erankenversicherung 
der  in  land-  und  forstwirthschaft- 
lichen  Betrieben  beschaftigten  Per- 
sonen.  Jahrb.  f.  Gesetzg.,  11, 
Heft  3,  4. 

.    Das  Reichsgesetz  betreflfend 

die  Unfallversicherung  der  bei 
Bauten  beschaftigten  Personen. 
Jahrb.  f.  Nat.  Oek.,  15,  Heft  4. 


Xn.    STATISTICS. 


Anonymous.  Oesterreichisches 

Stadtebuch.    Statistische  Berichte 
der  gr58seren  osterreichen  Stadte, 
aus  Anlass  des  lY.   Intemation- 
alen      Demographes     Congresses 
eesammelt  und  red.  von  K.  T.  y. 
Inama-Stemegg  und  £.  Mischler. 
Wien:  Gerold^  Sohn.     8vo.     pp. 
843.     24  m. 
Official.    [Italy.]    Mlnlstero  delle 
Flnanze: 
Movimento     Commerciale     del 
Regno  neir  Anno  1886.     pp. 
548.    4to. 


Movimento  della  Navigazione 
nei  Porti  del  Regno  nelP 
Anno  1886.       pp.  485.      4to. 

tBoth  issued  at  Rome  by  the 
)irezione      Generale      delle 
Gabelle,    from  the  press    of 
Eredi  Bottal 
ScHMiTZ  (J.)     Uebersicht  der  fur 
die    sammtlichen  deutschen  Bun- 
desstaaten  in  Gemassheit  .  .  .  des 
Reichsgesetzes  betr.  die  Eranken- 
versicherung  der    Arbeiter  .  .  . 
festgestellten   ortsiidlichen   Tage- 
lohne  gewohnlicher  Tagearbeiter. 
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2  Aofl.    Xeuwied:  Heiuer's  Yerl. 
4to.    pp.  73.    Cm. 

In  PerMUeaU. 

Bbckkb  (K.)-  L'Ornnisation  de 
la  StatlBtique  de  l%mpire  Alle- 
mand.  fTranilated.]  Joarn.  de 
la  8oc.  ae  Stat,  de  Paris,  Sept, 
Oct 

KoLLMAKN  (P.).  Die  Gewerbliche 
Entfaltung  im  deutschen  Reiche 
nach  der  Anfnahme  vom  5  Jani, 
1882.  [First  article.]  Jahrb.  f. 
Gesetzg.,  11.  Heft  3,  4. 

LxvASBEUK  (E.).  The  Tables  of 
Mortality  and  SmrlyorBhip. 
[Trans,  from  Joum.  de  la  Soc  de 


SUt  de  Paris.]     Jonm.  of  Stat. 
Soa,  Sept 

Raffaix)vich  (A.).  La  Statiatiqne 
des  Beyenns  en  Angleteire,  en 
Pmsse,  et  en  Saxe.  &on.  Fran- 
cis, Dec  17. 

SoBTBSKB  (A.).  Zur  Einkommen- 
statisUk  Yon  Prenssen,  Sachsen, 
and  Grossbritannien^  nebst  Be- 
merknngen  uber  Einkommenbe- 
steuerong.  [1st  article.]  Viertelj. 
f.  Yolksw.,  24,  Band  4,  2  Hllfte. 

Unsionxd.  Rechnnnffseigebnisse 
der  Bemfsgenossenacnaften  fiir 
1885.  Ann.  des  Dentsch.  ReidiSy 
Ko.  10. 


Xin.    NOT  CLASSIFIED. 


LAMMSR8  ( A. ).  Erhohung  der  Kraft 
in  Menschen  and  Yolkem.  [ Volks- 
wirtliscbaftliche  Zeitf  ragen,  Jahrg. 
9,  Hft  6.]  Berlin:  Slmion.  8vo. 
pp.  31.    1  m. 

YiBERT  (P.).  La  Concurrence 
Etrang^re;  industries  Parisiennes; 
Politique  Coloniale;  Yins  et  Al- 
cools;  Transports;  Musees  Com- 
merciaux.  Thames  de  Conf(^ 
rences.  Paris:  Lib.  Bayle.  8vo. 
pp.  4W.     10  fr. 


In  PeriodieaU. 

Braun  (K.).  Dr.  G^rg  Ednard 
Wiss  [obituary  notice].  Viertelj. 
f.  Yolksw.,  24,  Band  4, 1. 
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"THE  NEW-FASHIONBD  GOLDSMTTHa- 

The  tract  which  is  reprinted  in  the  following  pages  appears  to 
be  the  source  of  the  generally  accepted  statement  as  to  the  origin  of 
private  banking  in  London  in  the  seventeenth  century.  Anderson,* 
referring  to  it  as  a  "  scarce  and  most  corioos  small  pamphlet,"  gives 
some  extracts  from  it,  and  thenceforward  uses  it  as  a  sufficient  au- 
thority. McPherson  does  the  same,  following  Anderson  f  closely  in 
this  as  in  other  respects.  McCulloch  %  only  cites  the  two  annalists ; 
but  McLeod§  appears  to  have  used  the  pamphlet  itself,  and  it  is 
noticed  by  Macaulay.|  Lawson  appears  to  have  used  it  at  second- 
hand.1f 

The  date  of  the  tract  is  stated  by  Anderson  as  "  about  1676  " ;  and 
this  date  is  written  in  an  old  hand  upon  the  title-page  of  the  copy 
in  the  British  Museum  Library,  used  in  this  reprint.  "  This  was 
a  bold  Pamphlet  at  this  Time,"  Anderson  adds;  "but,  although  it 
was  printed,  it  does  not  appear  to  have  ever  been  published,  there 
being  neither  Bookseller's  nor  Printer's  Name  prefixed."  Anderson's 
suggestion  of  possible  apprehension  of  consequences  by  the  printer 
tallies  with  the  fact  that  the  imprint  has  been  cut  oft  from  the  title- 
page  of  the  British  Museum  copy,  leaving  only  a  trace  of  the  words 
"Printed  in." 

The  authorship  of  the  tract  is  unknown.  Anderson  suspects  that 
it  may  have  been  written  by  Sir  Josiah  Child,  but  on  no  ground 
except  Child's  repeatedly  expressed  dislike  of  "  the  trade  of  hanker- 
ing." The  anonymous  author,  however,  in  his  explanation  of  the 
"  whole  imployment "  of  the  goldsmiths  "  in  my  time,"  plainly  makes 
that  time  precede  the  civil  war.  He  could  hardly  have  been  Sir 
Josiah  Child,  then,  who  was  but  twelve  years  old  when  the  civil  war 
broke  out. 

It  should  be  added  that,  although  the  following  reprint  adheres 
strictly  to  the  orthography  of  the  original,  it  is  not  Afac-wnile, 

D. 

*Historieal  etnd  Chrcnoloffical  Deduction  qf  th»  Origin  cf  Ccmmeree^  ii.  77. 

t  Armais  qf  Convneree,  Manufaeture»,  Pi$horie»,  and  Navigation,  U.  427. 

X  Literature  qf  PoliHoal  Economy,  167. 

$  Tksory  etnd  Practice  of  Banking,  chap.  viii. 

D  Bletory  qf  England,  chap.  xx. 

5  metcry  if  Banking,  189. 


The 


Myftery  of  the  New  Fafhioned 

GOLDSMITHS 


or 


BANKERS. 


Their 


Rife,  Growth,  State  and  Decay, 


Difcovered  in  a 


Merchant's  Letter 


To  a 


Country  Gent. 

Who  defired  to  bind  his  Son  Apprentice  to  a 

Goldfmith. 


[London:  circa  1676.] 


[3] 


The  Myftery  of  the  New  Fafhioned 

Goldfmiths  &c. 


SINCE  you  are  pleafed  to  demand  my  advice  in  the  difposal 
of  your  Son  to  the  Goldfmiths  Trade,  and  my  opinion  of 
the  Trade  itfelf ;  I  mu(l  trouble  you  more  than  I  was 
willing  to  fet  down  what  I  have  obferved  of  the  Gold- 
fmiths  tince  I  have  Traded,  and  the  (leps  of  their  Rife  and 
Progrefs,  and  leave  the  judgment  of  the  whole  to  your  Self ; 
tis  but  fit  that  a  Son  fhould  owe  the  good  choice  of  his  imploy- 
ment  and  way  to  his  fortunes  to  the  prudence  and  love  of  his 
Father. 

If  I  could  now  difcourse  you,  I  ought  to  be  fatiffied  whether 
you  have  thought  to  put  your  Son  to  a  Goldfmith  of  the  Old  or 
New  Fafhion,  thofe  of  that  profifTion  having  of  late  years  wholly 
changed  their  way  of  Trading.  In  my  time  their  whole  imploy- 
ment  was  to  make  and  fell  Plate,  to  buy  forreign  Coyns  and 
Gold  and  Silver  imported  to  melt  and  cull  them,  and  caufe 
fome  to  be  coyned  at  the  Mint^  and  with  the  reft  to  fumifh  the 
Refiners^  Plate-makers ^  and  Merchants ^  as  they  found  the  price 
of  gold  and  filver  to  vary,  and  as  the  Merchants  had  occafion 
for  Forreign  Coyns. 

But  about  Thirty  years  fince,  the  Civil  Wars  giving  oppor- 
tunity to  Apprentices  to  leave  their  Mafters  at  will,  and  the 
old  way  having  been  for  Merchants  to  truft  their  Ca(h  in  one 
of  their  Servants  cuftody,  many  fuch  Cafhiers  left  their  Mafters 
in  the  lurch  and  went  to  the  Army,  and  Merchants  knew  not 
how  to  confide  in  their  Apprentices ;  then  did  fome  Merchants 
begin  to  put  their  Cafli  into  Goldfmiths  hands  to  receive  and 
pay  for  them,  (thinking  it  more  fecure)  and  the  trade  of  Plate 
being  then  but  little  worth,  moft  of  the  Nobility  and  Gentry, 
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and  others  melting  down  their  old  Plate  rather  than  bujdng 

new,  and  few  daring  to  ufe  or  own  Plate,  the  Goldfmiihs  fought 

to  be  the  Aferchants  Calh-keepers    to    receive   and   pay  for 

nothing,  few  obferving  or  conjecturing  their  profit  they  had 

for  their  pains. 

It 
[4] 
It  happened  about  that  time  that  the  then  Parliament  had 

coyned  out  of  Plate,  and  otherwife  feven  Millions  in  Half- 
Crowns,  and  no  Mills  being  then  ufed  in  the  Mtnt^  the  Money 
was  of  a  very  unequal  weight,  fometimes  two  pence  or  three 
pence  in  an  ounce  difference,  &  the  French  and  others  then 
changing  the  value  of  the  Coins  often,  which  made  iilver  and 
gold  of  much  greater  value  abroad  then  at  our  Englijh  Mint: 
The  Goldfmiihs  found  a  new  Mifchievous  trade  to  fend  all  the 
money  trufted  in  their  hands  into  their  Cocklofts,  where  they 
had  Scales  and  various  Weights  adapted  for  their  pourpofe, 
and  fervants  conftantly  weighed  every  half-crown  (at  leafl)  and 
forted  them  to  melt  for  Two  pence  or  three  pence,  or  fometimes 
lefs  gain  by  the  ounce,  and  fometimes  their  advantage  being 
gp'eater  by  the  accidents  of  the  rife  and  fall  of  the  exchange, 
thofe  heaviefl  Coins  were  fent  way  in  fpecie,  feveral  French 
men  and  other  Merchants  making  it  their  whole  and  only  bufi- 
nefs  weekly  to  tranfport  the  gold  and  filver  fo  culled,  either 
melted  down  or  in  fpecie ;  and  from  hence  the  Goldfmiths  fet 
up  another  new  Trade  of  buying  the  old  Englifh  gold  coin  at 
a  rate  much  above  its  Lawful  coyned  value,  buying  and  felling 
it  at  five,  feven,  eight  and  ten  pounds  in  the  hundred  more 
than  it  was  coyned  for,  ftill  fending  it  away  fo  fall,  or  fupplying 
thofe  with  it  whofe  bufinefs  was  to  Tranfport  it,  that  by  a 
modeft  computation  eight  parts  of  ten  of  the  coyn'd  Gold  was 
fuddenly  confumed,  and  two  (hillings  a  piece  was  commonly 
given  for  gold,  when  a  penny  a  piece  was  often  given  before 
to  exchange  gold  into  filver ; »  the  Seven  Millions  alfo  of  filver 

1  [Among  the  causes  of  this  disappearance  of  English  gold,  we  must  reckon, 
besides  the  bad  condition  of  the  silver  coinage,  the  change  in  the  relative  value 
of  gold  and  silver,  which  led  in  1663  to  a  reduction  in  the  weight  of  the  gold  coin. 
See  Lord  Liverpool,  Coins  of  tfie  RecUm,  77.  Leake,  Historical  Account  of  Enrr- 
lish  Money  J  542,  after  speaking  of  the  ordinance  of  1647  against  clipped  coin, 
says:  ••  And  tho'  twenty  Millions  was  coined  within  twenty-flve  Years,  according 
to  the  Mint-Books,  it  was  almost  all  transported  and  melted  down;  so  that 
weighty  Gold  was  as  precious  in  the  Kingdom  as  Diamonds."] 
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new  Coyned,  was  apparently  reduced  to  leis  then  one  Million, 
and  the  people  fo  abufed  in  their  money,  that  there  was  little 
Coin  palTed  in  trade  but  overworn,  waihed,  and  dipt,  to  the 
great  vexation  and  lois  of  the  Traders. 

Thefe  unlawful  pra6tices  and  profits  of  the  GoldftnithSy  made 
them  greedy  to  ingrofe  all  the  Ca(h  they  could,  and  to  combine 
with  all  mens  fervants  who  continued  to  keep  any  Cafh,  to 
bring  their  moneys  to  them  to  be  culled,  and  to  remain  with 
them  at  four  pence  the  day  interefl  per  centum*  without  the 
Maflers  privity  :  And  having  thus  got  Money  into  their  hands, 
they  prefumed  upon  fome  to  come  as  fad  as  others  was  paid 
away;  and  upon  that  confidence  of  a  running  Cafh  (as  they 
call  it)  they  begun  to  accomodate  men  with  moneys  for  Weeks 
and  Moneths  upon  extraordinary  gratuities,  and  fupply  all  necef- 
fitous  Merchants  that  overtraded  their  Stock,  with  prefent  Money 
for  their  Bills  of  Exchange,  difcounting  fometimes  double,  per- 
haps treble  interefl  for  the  time  as  they  found  the  Merchant 

more  or  lefs  pinched. 

Profit 

[Si 
Profit  arifing  by  this  Trade,  fome  of  them  who  had  the  highefl 

Credit,  undertook  to  receive  Gentlemens  Rents  as  they  were 

returned  to  Town,  and  indeed  any  Mans  money,  and  to  allow 

them  fome  intreft  for  it  though  it  lay  for  a  month  only,  or  lefe, 

the  Owners  calling  for  it  by  a  hundred  or  fifty  pounds  at  a  time 

as  their  occafions  and  expenses  wanted  it;  this  new  pra6tice 

giving  hopes  to  everybody  to  make  Profit  of  their  money  until 

the  hour  they  fpent  it,  and  the  conveniency  as  they  thought,  to 

command  their  money  when  they  pleafed,  which  they  could  not 

do  when  lent  at  intreft  upon  perfonal  or  reall  Security ;  Thefe 

hopes  I  fay,  drew  a  great  Caih  into  thefe  new  Goldfmiths  hands, 

and  fome  of  them  ftuck  to  their  old  Trade,  but  every  of  them 

that  had  friends  and   credit,  afpired  to  this  new  Myftery  to 

become  Bankers  or  Cajhiers,  and  when  Cromwell  ufeurped  the 

Government,  the  greateft  of  them  began  to  deal  with  him  to 

fupply  his  wants  of  Money  upon  gpreat  Advantages  efpecially 

after  they  had  bought  thofe  Dollers  whereof  he   robb'd   the 

Spaniards  to  about  the  value  of  300000I.3 

3  [Fourpence  per  day  on  £100  being  slightly  above  six  per  cent,  per  annum.] 
s[Thi8  may  refer  to  the  captnre  of  some  of  the  plate  ships  near  Cadiz,  Sep* 
tember  9,  1696,  by  a  part  of  the  fleet  commanded  by  Blake  and  Montagn.    See 
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After  the  King's  return  he  wanting  money,  fome  of  thefe 
Bankers  undertook  to  lend  him  not  their  own  but  other  mens 
money,  taking  barefaced  of  Him  ten  pound  for  the  hundred, 
and  by  private  contradb  many  Bills,  Orders,  Tallies,  and  Debts 
of  the  King's,  above  twenty,  and  fometimes  thirty  in  the  hun- 
dred, to  the  great  difhonor  of  the  Government 

This  Prodigious  unlawful  Gain  induced  all  of  them  that  could 
be  credited  with  moneys  at  intreft  to  become  lenders  to  the 
King  to  anticipate  all  the  Revenue,  to  take  every  Grant  of  the 
Parliament  into  pawn  as  foon  as  it  was  given,  I  had  almofl  faid, 
before  the  AH  was  paffed  for  it,  and  to  outvie  each  other  in 
bu3ring  and  taking  to  pawn,  Bills,  Orders,  and  Tallies,  in  effedt, 
all  the  King's  revenue  paiTed  their  hands,  and  if  Solomon  be  in 
the  right,  thai  the  Borrower  is  a  Slave  to  the  Lender^  the  King 
and  Kingdom  became  Slaves  to  thefe  Bankers^  and  the  King- 
dom gave  no  fmall  (hare  of  their  Taxes  to  them,  paying  double 
and  treble  Intrefl,  as  if  they  had  not  been  able  to  raife  Money 
for  the  publick  Service  at  the  times  it  was  requifite. 

But  the  number  of  thefe  Bankers  increafed  fo  fad,  and  the 
money  at  Interefl  come  fo  much  into  their  hands,  that  the  King 
and  His  Farmers,  and  all  Tallies  of  Anticipation  and  Orders, 
could  not  fecure  all  the  money  they  had  to  lend.  Hereupon 
they  fought  out  according  to  their  feveral  natural  wits  and  ca- 
pacities, how  to  difpofe  of  money  for  more  then 

lawful 
[6] 
lawful   Intrefl,  either  upon   Pawns  or  Bottom,  Reafon  or  un- 

reafonable  difcounts  of  Intrefl  for  Bills,  or  upon  notorious 
ufurious  Contra<5ls,  or  upon  perfonal  Securities  from  Heirs 
whofe  Eflates  are  in  expe<5lancy,  or  by  fudden  advance  of 
money  to  Proje<5lors,  who  drawn  into  Projedls  many  Refponfible 
Men  to  the  ruin  of  their  Families; 4  these  Goldftniths  however 

Thurloe,  V.  399,  400,  433,  434.  But  it  seems  more  probable  that  it  is  a  conf ased 
reference  to  the  seizure  of  three  Hamburg  ships,  "with  near  three  hundred 
thousand  Pound  on  Board  in  Silver,  upon  suspicion  that  it  was  the  Property  of 
the  Dutch,**  noticed  by  Leake,  350,  on  the  authority  of  Violet.  This  is  perhaps 
the  seizure  referred  to  by  "Whitelocke,  MemoriaXs^  648,  under  date  of  November, 
1652.  Leake  says  tliat  this  money  enabled  Cromwell  to  dissolve  the  Long  Parlia- 
ment, and  thus  Axes  the  date.] 

4  [Anderson,  after  describing  somewhat  as  above  the  methods  in  which  the 
goldsmiths  employed  their  deposits  before  the  run  upon  them  in  1667,  says :  "  As 
there  was  a  great  Quantity  of  Cash  in  the  Kingdom  at  that  Time,  this  brief 
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getting  lol.  or  15I.  per  Centum,  and  fometimes  more,  only  for 
the  prefent  advance  of  the  money,  befides  the  future  Intreft, 
Thefe  and  a  hundred  other  practices  they  have  ufed  and  do 
dill  continue  in  contempt  of  Law  and  Juflice,  whereof  they  are 
fo  confcious  to  themfelves,  that  mofl  of  them  do  once  a  year  (at 
lead)  fue  out  their  general  Pardon  to  avoid  the  penalty  of  thofe 
wholfom  Laws  made  to  prevent  fuch  Frauds,  Opprefsions,  con- 
tempt of  Government,  and  mifchieves  to  the  Publick  as  they  are 
dayly  guilty  of  :  Tis  alfo  fufpedled  that  their  original  Trade  of 
culling  the  heavy  Money  is  not  deferted  by  fome  of  them ;  alfo 
how  come  all  dipt  and  wa(ht  money  to  pafs  fo  currant  at  their 
Shops,  and  fo  little  appearance  in  payment  of  all  the  new 
coyned  Money  fince  the  King*s  return,  fo  many  loooools.  of  the 
Parliaments  Coin,  befides  Bullion  imported  having  been  new 
coyned,  and  how  comes  Guinies  alfo  to  be  bought  and  fold  by 
them  fo  much  above  the  Coynage  rate,5  that  upon  their  account 
only,  and  by  their  means,  they  pafs  currant  in  payments  for 
more  than  they  are  really  worth  from  fome  of  their  Shops; 
I  am  fure  fome  Merchants  are  fupplied  with  Gold  and  Silver 
Englijh  Coyn,  to  tranfport  upon  the  advantage  of  the  exchange, 
or  making  their  prefent  Bargains  in  France  and  elfewhere,  for 
importing  Prohibited  Goods. 

SIR. 

/HA  VE  given  you  my  Remarques  upon  the  Rife  and  growth 
of  thefe  new  kind  of  Goldfmiths,  and  I  take  them  to  have 
been  in  their  highefl  Afcendant  or  State  about  the  time  that 
our  Ships  were  burnt  at  Chatham  by  the  Dutch  :  *  that  cold  Storm 

Account  nmy,  in  part,  serve  to  answer  a  Query  often  made  in  our  own  Days; 
yix.,  IIow  were  monied  People  able  to  dispose  of  their  Superlucration-Cash  before 
the  modem  public  Funds  existed  ?  *'] 

i  [A  complete  recoinage  of  the  Commonwealth  money  was  ordered  by  Charles 
II.  in  1661,  and  the  coinage  of  guineas  in  1663.  The  guineas,  ordered  in  the  mint 
indenture  to  pass  at  20«.,  "  immediately  Ijecame  current  at  a  higher  rate,  by  gen- 
eral consent,  without  any  authority  from  GoTemment."    Lord  Liverpool,  78.] 

6  [June  12, 1667.  Several  passages  in  Pepys's  Diary  refer  to  the  panic  among 
the  creditors  of  the  London  bankers,  excited  by  this  alarming  event.  Thus  (June 
18) "  W.  Hewer  hath  been  at  the  banker's,  and  hath  got  600/.  out  of  Backewell's 
hands  of  his  own  money ;  but  they  are  so  called  upon  that  they  will  be  all  broke, 
hundreds  coming  to  them  for  money !  And  their  answer  is,  *  It  is  payable  at 
twenty  days:  when  the  twenty  days  are  out,  we  will  pay  you';  and  those  that 
are  not  so,  they  make  tell  over  their  money,  and  make  their  bags  false,  on  pur- 
pose to  give  cause  to  retell  it,  and  so  spend  time.  I  cannot  have  my  two  hundred 
pieces  of  gold  again  for  silver,  all  being  bought  up  last  night  that  were  to  be 
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of  the  Peoples  fears  that  their  money  was  not  fafe  in  the  Bankers 

hands  blighted  them^  andfince  being  in  their  declenjion^  the  Famous 

flop  upon  the  Exchequer  almojl  blajled  their  very  root^i  men  being 

unwilling  to  trujl  money  in  their  hands  to  lend  his  Majesty^  fo  long 

as  they  hear  the  deplorable  Cryes  of  the  Widdow  and  the  Father- 

lefsy  whofe  money  they  fay  at  Feafls^  they  lent  to  the  King^  and 

eannot  repay  them^  no  not  their  Intrest  to  buy  them  Bread. 

Now 

(7) 

Now  admitting  that  all  the  Creditors  of  the  Bankers  can  no 
more  think  it  fafe  that  their  money  fhould  be  lent  to  the  King, 
iince  Tallies,  Orders,  and  the  Great  Seal  it  felf,  are  found 
to  be  no  fecurity,  I  cannot  imagine  how  Bread  (hould  be  got 
by  their  trade  of  borrowing  money  upon  lawful  Intreft  to  lend 
upon  unlawful  to  private  perfons,  though  they  can  (ilence  their 
confciences  and  forget  Chriftianity,  and  neither  regard  their 
neighbors  welfare,  nor  the  good  of  the  whole  Kingdom,  but 

had,  and  sold  for  21  and  2&8.  a-plece."  And  (June  17)  Captain  Cocke  says  "  that 
the  bankers,  he  fears,  are  broke  ba  to  ready-money,  though  Viner  had  1000001.  by 
him  when  our  trouble  begun :  that  he  and  the  Duke  of  Albemarle  have  received 
into  their  own  hands,  of  Viner,  the  former  lOOOOf.,  and  the  latter  12000<.,  in  tallies 
or  asBig^nments,  to  secure  what  was  in  his  hands  of  their's ;  and  many  other  great 
men  of  our  masters  have  done  the  like ;  which  is  no  good  sign,  when  they  begin  to 
fear  the  main."  And  see  June  14  and  23.  But  (September  25)  "  I  have  not  heard 
of  one  citizen  of  London  broke  in  all  this  war,  this  plague,  or  this  fire,  and  this 
coming  of  the  enemy  among  us."] 

7  [January  2, 1672.  For  a  summary  account  of  the  seizure  of  the  bankers*  cash 
in  the  exchequer,  then  used  as  **  the  bankers*  bank,**  and  of  their  efforts  to  obtain 
redress,  see  McLeod,  History  and  Practice  of  Banking,  chap,  viii.,  or  Lawson's 
Hlttory  of  Banking,  196.  The  infamy  of  advising  this  breach  of  the  royal  faith 
seems  to  be  properly  divided  between  Shaftesbury  and  Clifford ;  but  Burnet,  in 
his  JRittory  of  his  own  Times,  supposing  Shaftesbury  to  have  been  the  adviser, 
adds  the  following :  '*  He  certainly  knew  of  it  before-hand,  and  took  all  his  own 
money  out  of  the  Bankers'  hands,  and  warned  some  of  his  friends  to  do  the 
like."    The  amount  seized  was  £1,328,526. 

This  seizure  by  Charles  II.  was  a  close  imitation  of  the  seizure  of  bullion  in 
the  mint  by  Charles  I.,  in  July,  1640,  of  which  there  is  an  account  in  Rushworth, 
Historical  Collections,  1216.  Anderson  (ii.  68)  thinks  that  the  mint  was  used  by 
the  merchants  as  a  bank  in  1640,  as  the  exchequer  was  after  the  Restoration. 
But  Rushworth  says  that  the  bullion  "  was  brought  from  beyond  seas  to  be  Coyned 
there,"  and  that  the  seizure  *'  gave  a  great  alarm  to  the  Sjpanish  merchants  and 
others,  with  which  they  were  obliged  forthwith  to  acquaint  their  correspondents 
and  Partners  beyond  seas."  And  see  also  Ruding,  Annals  of  the  Coinage,  i. 
392.  Anderson  appears  to  have  been  misled  by  a  remark  of  Sir  William  Temple, 
that  ••  the  Mint  had  the  credit  of  a  bank.**  The  amount  seized,  according  to 
Rushworth,  was  £120,000.  There  is  an  account  of  this  affair  with  other  citations 
in  Gardiner,  History  qf  England,  1603-42,  ix.  130.  As  to  an  arrangement  for 
bringing  in  Spanish  silver  at  this  time,  see  a  notice  by  Lord  Liverpool,  CkHns  of 
the  Realm,  75.] 
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feek  by  Ufurious  unlawful  Bargains,  and  oppreflive  £xa6tions 
from  the  needy  and  men  in  (Ireights,  and  by  hook  and  by 
crook  to  make  the  most  of  their  Cafh. 

I  dare  take  it  for  granted  that  the  men  now  of  that  Trade 
are  not  men  of  greater  natural  Abilities  nor  acquired  parts,  than 
other  Tradefmen  of  their  age  and  degree,  nor  are  they  better 
inftrudled  then  others  to  imploy  greater  Stocks  in  an  advan- 
tagious  Trade,  nor  have  they  greater  Stocks  of  their  own  to 
hazzard  to  remote  places,  from  whence  mod  profit  may  be 
hoped  for;  Neither  have  thefe  men  greater  fkill  in  Law  then 
other  Citizens,  to  judg  of  Securities  to  be  taken  for  Money, 
nor  have  they  more  knowledg  of  Men  to  guefs  at  the  value  of 
their  Bonds ;  how  then  (hould  they  be  able  to  make  more  Intreft 
of  money  then  other  Traders ;  yet  the  profit  that  may  fatiffy 
other  Traders,  cannot  be  fufficient  for  them  to  keep  open  their 
Shops:  they  mufl  have  a  great  dead  (lock  of  Cafh  to  anfwer 
all  Payments,  and  be  always  ready  occafionally  to  advance 
great  Summs:  their  Servants  and  Shops  mud  be  maintained 
for  no  ufe  but  Payments  and  Receipts,  and  deducting  dead 
Stock  and  Charges,  if  they  do  not  take  nine  per  Cent,  intreft  for 
what  they  Lend  and  difpose  of,  they  cannot  make  one  of  one, 
much  lefis  fubfift.  Befides  there  muft  be  allowance  for  Charges 
to  defend  themfelves  againft  Informers  for  their  ufurious  Con- 
tradls,  and  procuring  frequent  Pardons,  and  for  hazard  of  lofs 
of  their  Money  lent  upon  ufurious  Intreft,  every  borrower  hav- 
ing it  in  his  power  to  plead  their  ufury  againft  them  in  lue  of 
their  Debts.  All  thefe  things,  and  many  more  being  duly  con- 
fidered,  I  fuppofe  people  will  fuddenly  come  to  their  wits,  and 
begin  to  examine  why  a  Goldfmith-banker  ftiould  be  better 
Security  then  another  man,  or  fitter  to  be  trufted  for  ten  times 
more  than  he  is  worth :  They  give  only  perfonal  Security,  and 
many  times  their  Notes  for  500I.  loool,  or  more,8  when  they 

8  [McLeodf  Theory  and  Pr€U!Hoe  of  Banking  (third  edition),  i.  210,  giyes  ser- 
eral  examples  of  the  goldsmiths*  notes,  still  preserved  by  Child  &  Co.,  one  of  the 
oldest  banking  firms  in  London.  "  These  early  goldsmiths'  or  bankers'  notes  were 
not  printed,  but  were  just  written  qn  plain  pieces  of  paper,  like  the  promissory 
notes  of  private  persons.    The  following  is  a  specimen  :— 

**Nov.  28,  2684, 
"I  promise  to  pay  unto  the  Rt,  honble,  ye  Lord  North  and  Orey^  or  bearer, 
ninety  pounds  at  demand. 

For  Mr.  Francis  Child  and  myseJ/, 

JNO.  BOOEJBtS."] 
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owe  before  they  give  that  Note,  twenty  times  the  value  of  their 

own  Estates,  and  yet  thefe  free  Lenders  will  fcarce  be  fatisfied 

with  two  or  three  Mens  Bonds  for  loool.,  that  are  known  to 

be  worth  5000I.  a  man ;  doubtlefs  I  fay,  People  will  think  at 

lad  that  a 

[Banker] 
(8) 

Banker  ought  to  give  as  good  Security  for  money  he  borrows  as 
another  man,  efpecially  (ince  he  runs  the  greatefl  hazards  in  his 
difpofing  of  Money  for  exceflive  Gain  or  intreft.9 

I  leave  it  then  to  your  felf  to  judg  whether  Banking  be  like 
to  continue  half  your  Son's  Apprenticefhip,  and  whether  all 
the  Arts  that  they  can  teach  him  can  be  worth  one  of  the  200I. 
you  defign  to  give  with  him ;  I  prefume  upon  your  Pardon  for 
my  plainnefs  and  tedioufness ;  Yet  I  am  prompted  to  fay  fome- 
thing  more  in  point  of  Confcience,  doubting  whether  it  be  Law- 
ful to  exercife  any  Trade  in  a  conflant  avowed  breach  of  the 
Laws  of  the  Kingdom,  as  all  Bankers  do,  thefe  Laws  being 
made  for  the  good  of  the  Society,  to  which  the  Scripture  com- 
mands obedience  for  Confcience  fake,  where  they  are  met  [sic] 
contrary  to  the  Laws  of  God, 

Perhaps  it  is  worth  the  inquiry  upon  that  account,  whether 

any  man   that   hath  exercifed  the  Myflery  of   Banking,  hath 

living  or  dying,  gone  off  the  Stage  with  a  clear  good  Estate, 

all  his   Creditors  being  paid,  fully  paid.     But  I  judg  no  Man. 

I  fubmit  thefe  thoughts  and  my  Self  to  Your  Prudent  Cenfure,  and 

remain, 

Sir, 

Your  Humble  Servant 
FINIS. 

9  [Notwithstanding  the  great  distrust  expressed  by  the  writer,  it  appears  that 
the  Little  London  Directory  of  1677  names  forty-four  *•  goldsmiths  keeping  run- 
ning cashes,"  the  direct  predecessors  of  the  private  bankers  of  the  present  day. 
Mr.  F.  G.  H.  Price,  in  his  Ilandbook  of  London  Bankers,  vi.,  says  that  the 
following  banking  businesses  are  immediately  descended  from  the  goldsmiths 
there  mentioned :  — 

Child  &  Co.,  from  Blanchard  &  Child,  at  the  sign  of  ••  Ye  Marjgold,"  Fleet 
Street; 

Martin  &  Co.,  from  Duncombe  »&  Kent, at  the  "  Grasshopper,"  Lombard  Street; 

Hoare  &  Co.,  from  James  Hore,  at  the  "  Golden  Bottle,"  in  Cheapside; 

Bametts,  Hoare  &  Co.,  from  Humphrey  Stocks,  at  the  '*  Black  Horse,"  Lom- 
bard Street ; 

Willis,  Percival  &  Co.,  from  Thomas  Williams,  at  the  "Crown,"  Lombard 
Street.] 
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A  REPLY  TO  MR.  MACVANE :  ON  THE  SOURCE 

OF  BUSINESS  PROFITS. 

When  the  article  "  On  the  Source  of  Business  Profits," 
in  the  Quarterly  Journal  of  Economics  for  April,  1887, 
was  preparing,  the  author  believed  that  any  one  who 
might  undertake  to  refute  the  views  therein  presented 
must  join  issue  on  one  or  two  points  only.  It  seemed  to 
him  that  the  <[uestion  raised,  as  to  the  constituents  of  the 
employing  class  and  the  source  of  their  profits,  was  a  sim- 
ple one,  and  that  the  discussion  of  the  theory  he  proposed 
would  necessarily  be  confined  within  a  narrow  range. 
In  this  opinion,  it  appears,  he  was  mistaken ;  for  Mr. 
Macvane  has,  in  his  article  in  the  October  number  of 
this  journal,  arrayed  against  that  theory  a  host  of  objec- 
tions, all  of  which  could  not  be  replied  to  within  any 
limits  that  could  reasonably  be  allotted  for  that  purpose, 
while  to  answer  only  those  on  which  Mr.  Macvane  has 
placed  most  stress  will  necessarily  re(iuire  a  heavy  tax  on 
the  reader's  patience. 
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If  those  objections  can  be  arranged  on  any  system  what- 
ever,  they  may  perhaps  be  grouped  under  two  general 
heads:  first,  objections  to  my  theory  derived  &x)m  that 
view  of  the  source  of  wages  which  is  known  as  the  doc- 
trine of  the  wages  fund;  second,  objections  which  Mr. 
Macvane  brings  directly  against  the  views  presented,  in 
the  April  number,  concerning  the  constitution  of  the  em- 
ploying class  and  the  economic  reasons  for  the  very  wide 
range  existing  among  the  members  of  that  class  as  to  the 
gains  by  them  severally  realized. 

I.  (a)  Perhaps  the  most  grievous  thing  to  me,  person- 
ally, is  the  imputation  of  having  grossly  misrepresented 
the  wage-fund  doctrine.*  That  charge  has  been  made 
before ;  but  it  has  never  been  supported,  so  far  as  I  am 
aware,  by  a  single  citation  from  the  writings  of  any  advo- 
cate of  that  doctrine,  showing  that  he  held  it  in  any  other 
sense,  nor  has  the  complaint  been  made  by  one  of  the  per- 
sons supposed  to  be  aggrieved.  On  the  other  hand,  in  my 
article  in  the  North  American  Review  for  January,  1876, 
in  which  the  natural  and  literary  history  of  that  doctrine 
was  discussed  at  length,  the  statements  of  a  half-score 
of  its  leading  advocates  were  given  in  their  own  words. 
Moreover,  of  the  only  two  of  these  writers  by  me  known 
to  be  then  surviving,  one,  Professor  Perry  of  Williams 
College,  frankly  stated,  in  the  preface  to  the  next  edition 
of  his  Political  Economy^  that  his  views  on  the  subject 
had  been  changed  by  the  arguments  I  had  presented ;  the 
other.  Professor  Fawcett,  failed,  tlirough  all  our  oral  or 
written   communication   down  to  the  time  of  his  death, 

•*'  I  must  say  that,  for  my  own  part,  I  have  never  understood  the  wages- 
fund  theory  to  assert  or  to  imply  any  such  absurdities.  How  anybody  could 
have  so  read  and  interpreted  any  standard  account  of  the  circumstances  deter^ 
mining  the  magnitude  of  the  wages  fund,  and  the  rate  of  wages  resulting  from 
it,  is  to  me  incomprehensible."  Mr.  Macvane,  Quarterly  Journal  of  Economics^ 
October,  1887,  p.  24. 

"  Of  course,  no  sane  person  would  deny  —  I  think  no  sane  person  ever  has 
denied  —  that  there  is  a  relation  between  the  rate  of  wages  and  the  productive- 
ness of  labor."    /</.,  p.  16. 
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ever  to  express  the  slightest  sense  of  injustice  done  him. 
It  is  possible  that,  in  charging  misrepresentation  of  the 
wage-fund  doctrine,  Mr.  Macvane  has  in  view  the  state- 
ments of  that  doctrine  made  after  it  had  been  attacked 
by  Longe,  Thornton,  and  others,  between  1866  and  1876 ; 
but  I  must  decline  to  accept  these  patched  and  revamped 
statements  as  giving  any  true  expression  of  the  wage-fund 
doctrine,  as  it  should  be  known  in  economic  controversy 
and  economic  history.  For  more  than  forty  years  that 
doctrine  held  complete  sway  over  English  political  econ- 
omy. It  was  stated  and  restated  with  the  utmost  pre- 
cision and  with  entire  unanimity  by  the  economists  of 
that  generation,  and  the  wage-fund  was  freely  referred 
to,  in  discussion,  as  an  ultimate  fact.  It  is  this  doctrine, 
so  stated,*  that  is  properly  referred  to  as  the  wage-fund 
doctrine ;  and  those  of  us  who  have  attacked  it,  or  who 
may  now,  since  its  general  abandonment,  have  occasion 
to  refer  to  it  historically,  are  not  bound  to  qualify  our 
expressions  by  any  reference  to  statements  made  of  it, 
after  it  had  been  challenged  and  criticised,  by  writers 
who  sought  to  recast  it,  surrendering,  because  they  must, 
almost  the  entire  ground  to  its  assailants,  and,  as  Pro- 
fessor Marshall  has  said  in  the  first  number  of  this  journal 
for  the  current  year,  depriving  it  of  all  significance  and 
all  consequence. 

(6)  In  attempting  to  rehabilitate  the  wage  fund,  Mr. 

*  '*  There  is  sapposed  to  be,  at  any  giyen  instant,  a  som  of  wealth,  which  is 
unconditionaUy  deroted  to  the  payment  of  wa^res  of  labor.  This  sum  is  not 
regrarded  as  onalterable,  for  it  is  augmented  by  saving,  and  increases  with  the 
progress  of  wealth ;  but  it  is  reasoned  upon  as,  at  any  giren  moment,  a  prede- 
termined amount.  More  than  that  amount  it  is  assumed  that  the  wages  receiving 
class  cannot  possibly  divide  among  them ;  that  amount^  and  no  less^  they  cannot  but 
obtain.  So  that^  the  sum  to  he  divided  being  Jixedy  the  wages  qf  each  depend  solely 
upon  the  divisor ^  the  number  qf  participants."  John  Stuart  Mill,  Fortnightly 
Review,  1809. 

Mr.  Macyane  declares  (page  23-4)  that  no  economist  erer  taoght  the  doc- 
trine that,  **  if  the  laborer  does  not  seek  his  interest,  his  interest  will  seek  him 
and  wiU  find  him.*'  Is  not  this  distinctly  asserted  in  Mr.  Bfill's  statement 
aboye,—  **  that  amount,  and  no  less,  they  cannot  but  obtain  "  ? 
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Maovane  finds  it  essential  to  destroy  the  theory,  which 
during  the  last  ten  and  twenty  years  has  obtained  a  con- 
stantly increasing  acceptance,  that  wages  are,  in  a  philo- 
sophical sense,  paid  out  of  the  product  of  industry.  At 
times,  he  writes  as  if  he  understood  the  advocates  of  this 
view  to  hold  that  wages  are  actually  so  paid,  the  laborers 
awaiting  the  harvesting  of  the  crops  or  the  marketing  of 
the  goods,  in  order  to  receive  the  remuneration  of  their 
exertions.  While  he  admits  that,  in  some  instances,  this 
is  the  case,  he  thinks  that  the  proportion  of  such  instances 
is  small.*  Now,  so  far  as  the  theory  he  combats  is  con- 
cerned, it  does  not  matter  whether  the  proportion  of  such 
instances  be  larger  or  smaller.  So  far  as  the  theory  he 
advocates  is  concerned,  however,  any  proportion  whatever 
of  such  instances  is  absolutely  fatal,!  since  it  is  of  the 
essence  of  the  wage-fund  doctrine  that  wages  are  paid 
always  and  wholly  out  of  capital,  the  saved  and  accumu- 
lated results  of  precedent  industry. 

But,  in  fact,  is  the  proportion  of  such  instances  as  small 
as  Mr.  Macvane  seeks  to  show  ?  Let  us  take  a  few  classes 
of  cases.  The  railroads  of  the  United  States  receive  an- 
nually two  hundred  and  ten  millions  of  dollars  for  trans- 
porting passengers.  These  receipts  come  in  day  by  day, 
yet  the  railroad  company  habitually  pays  its  employees 
at  the  close  of  the  week  or  at  the  close  of  the  month. 
Here  we  have  a  very  large  class  of  services  where  the 
employer  receives  the  price  of  his  product  before  he  pays 
for  the  labor  concerned  in  its  production.  The  railroads 
of  the  United  States  also  receive  annually  for  freights 
five  hundred  and  fifty  millions..    The  greater  portion   of 

**'0n  the  whole,  I  cannot  help  feeling  that  Mr.  Walker  takes  a  very 
imperfect  view  of  the  extent  to  which  current  wa^es  at  any  moment  are  the 
product  of  previous  labor/'  Mr.  Macvane,  p.  31.  "  Wages  are,  with  slight 
exceptions,  paid  before  production  is  completed."  Id.^  p.  21.  **  Civilized 
labor  does  not  jrield  immediately  a  product  good  for  human  use."    /(/.,  p.  27. 

t  **  La  th^orie  exclusive  du  fonds  des  salaires  ne  pouvait  tenir  en  presence 
de  tels  faits."    M.  Levasseur,  Journal  des  ^conomistes^  January,  1888. 
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this  amount  is  collected  before  the  train  hands,  the  track 
hands,  and  the  station  hands  have  received  the  remuner- 
ation for  their  share  of  the  service.  In  a  still  higher 
degree  is  it  true  that  express  companies  receive  the  price 
of  their  service  prior  to  the  payment  of  their  employees. 
The  United  States  government,  again,  collects  its  postal 
revenues  day  by  day,  yet  postpones  the  payment  of  its 
clerks  and  carriers  to  the  end  of  the  month.  To  descend 
to  the  other  end  of  the  scale  of  dignity,  hotel-keepers  and, 
in  a  less  degree,  boarding-house  keepers  collect  their  bills 
before  they  pay  their  cooks,  chambermaids,  and  scullions. 
Nearly  all  the  receipts  of  theatre,  opera,  and  concert  com- 
panies are  obtained  day  by  day,  although  their  staffs  and 
troupes  are  borne  on  monthly  or  weekly  pay-rolls. 

It  is  not  necessary  longer  to  pursue  this  subject,  since, 
as  was  said,  it  does  not  matter,  so  far  as  the  theory  of 
wages  which  Mr.  Macvane  combats  is  concerned,  how 
large  or  how  small  is  the  proportion  of  instances  in  which 
the  employer  sells  his  goods  or  his  services  before  paying 
for  the  labor  engaged  in  their  production. 

((?)  In  regard  to  that  part,  let  us  say  at  once,  by  far 
the  greater  part,  of  the  aggregate  volume  of  wages,  which 
is  paid  before  the  employer  has  housed  his  crops  or  mar- 
keted his  goods,  Mr.  Macvane  finds  something  absurd  in 
the  proposition  that  these  wages  are,  indeed,  advanced 
out  of  capita],  but  are,  in  economic  theory,  paid  out 
of  product :  — 

I  have  endeavored  to  get  a  clear  idea  of  Mr.  Walker's  precise 
view  on  this  point,  but  without  entire  success.  At  times,  he  seems 
to  admit  that  wages  are  in  the  nature  of  an  advance  to  the  laborers ; 
at  times,  he  seems  to  throw  a  doubt  on  the  reality  of  the  advance. 
In  one  breath,  he  says,  "  Wages  are,  to  a  very  considerable  degpree 
in  all  communities,  advanced  out  of  capital,  and  this  from  the  very 
necessity  of  the  case '' ;  in  the  next  breath,  he  tells  us  that  "  wages 
are,  in  a  philosophical  view  of  the  subject,  paid  out  of  the  product 
of  present  industry."  He  heads  a  chapter  with  the  statement  that 
"  The  Wages  of  the  Laborer  are  paid  out  of  the  Product  of  his  Indua- 
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try,"  and  yet,  in  the  course  of  the  chapter,  states  that,  *'  in  those  coun- 
tries which  have  aocnmolated  large  stores  of  wealth,  wages  are  in  fact 
▼ery  generally,  if  not  universally,  advanced "  to  the  laborers.  While 
his  statements  are  thus  somewhat  wavering,  etc.    (p.  30.) 

From  the  above,  a  reader  could  but  gather  that  the 
"  wavering  "  statements  of  the  work  cited  were  due  to  in- 
advertent self-contradiction :  whereas,  the  two  statements, 
that  wages  may  be  and  often  are  advanced  out  of  capital, 
but  are,  in  a  philosophical  view,  paid  out  of  product,  are 
purposely  made  parts  of  the  same  sentence.  It  is  not  in 
two  breaths,  but  in  one,  that  these  statements  are  uttered ; 
and  the  two  together  constitute,  as  I  esteem  it,  a  perfectly 
self-consistent  theory  of  the  origin  and  measure  of  wages. 
Whether  that  theory  is  consistent  with  the  facts  of  indus- 
trial society  wiU  be  considered  further  on.  Assuming, 
for  the  moment,  that  wages  are,  in  the  economic  sense, 
paid  out  of  product,  what  is  there  illogical  or  absurd  in 
the  statement  that  they  are,  nevertheless,  often,  and  indeed 
generally,  advanced  out  of  capital?  When  Mr.  Irving 
gives  a  series  of  theatrical  entertainments,  he  doubtless 
pays,  in  advance,*  out  of  the  profits  of  previous  profes- 
sional service,  a  considerable  proportion  of  the  necessary 
expenses.  Is  there  in  this  aught  inconsistent  with  the 
statement  that,  from  the  manager's  point  of  view,  those 
expenses  are  chargeable  to  the  entertainments  themselves, 
and  are,  philosophically  considered,  paid  out  of  the  re- 
ceipts? When  a  manufacturer  undertakes  the  produc- 
tion of  a  body  of  goods,  or  a  farmer  the  raising  of  a  crop, 
a  portion,  larger  or  smaller,  of  th^  expenses,  including  the 
whole  or  a  part,  as  the  case  may  be,  of  the  wages  of  the 
laborers  employed,  is  paid  out  of  previous  accumulations. 
Is  there  anything  in  this  inconsistent  with  the  statement 

*  Of  coarse,  the  employer  or  manager  should  have,  and  generally,  though 
not  always,  does  hare,  enough  to  injure  the  payment  of  the  wages  promised, 
against  a  possible  falling  off  in  the  anticipated  receipts.  This  has  been  abun- 
dantly covered  in  all  my  statements. 
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that,  horn  the  employer's  point  of  view,  those  expenses 
are  properly  chargeable  to  the  product,  and  are,  in  the 
economic  sense,  paid  out  of  the  proceeds? 

(d)  Coming  now  to  the  main  question,  What  is  the 
source,  and  wherein  is  found  the  limit,  of  wages  possibly 
to  be  paid?  Mr.  Macvane  strenuously  asserts,  according 
to  the  old  wage-fund  doctrine,  that  wages  are  paid  out 
of  capital ;  but  he  adduces  no  consideration  which  seems 
to  me  in  the  slightest  degree  to  affect  the  validity  of  the 
argument  by  which  the  proposition  that  wages  are,  in  a 
philosophical  sense,  paid  out  of  the  product,  has  been 
established  to  the  general  acceptance  of  living  economists. 

The  difference  is  just  this :  the  advocates  of  the  wage- 
fund  doctrine  assert  that  the  sufficient  reason  for  the  pay- 
ment of  wages  is  found  in  the  existence  of  capital ;  and 
that  it  is  the  amount  of  that  capital,  thus  pre-existing, 
which  determines  absolutely  the  amount  of  wages  which 
can  be  and  will  be  paid  in  any  given  situation.  Those 
of  us  who  oppose  the  wage-fund  doctrine  maintain  that, 
while  the  pre-existence  of  capital  is  an  important  and, 
indeed,  essential  condition  of  production,  the  only  suffi- 
cient reason  for  the  employment  of  labor  is  found  in  the 
motives  which  lead  to  production ;  and  that  it  is  the  an- 
ticipated value  of  the  product,  under  the  given  efficiency 
of  land,  labor,  and  capital,  in  the  situation  existing,  which 
determines  the  amount  of  wages  which  can  be  and  will  be 
paid.  The  advocate  of  the  wage-fund  doctrine  holds  that 
only  one  of  the  three  factors  of  production,  viz.,  capital, 
has  to  do  with  the  problem  of  wages.  We  hold  that  all 
three  factors  enter  into  that  problem.  The  wage-fuHd 
advocate  virtually  declares  that  the  possessor  of  capital  is 
under  an  economic  necessity  to  employ  labor.  We  hold 
that  the  mere  fact  that  a  man  is  the  possessor  of  capital 
no  more  constitutes  a  reason  why  he  should  pay  wages 
than  the  fact  that  another  man  has  legs  and  arms  consti- 
tutes a  reason  why  he  should  work  when  he  can  get  no 
wages.     We  hold  that  those  who  own  or  control  capital 
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pay  wages,  not  that  they  may  disburse  a  fund  of  which 
they  are  in  possession,  but  that  they  may  purchase  labor ; 
that  they  purchase  labor,  not  that  they  may  keep  the 
laborers  employed,  but  that  they  may  produce  wealth  by 
means  of  that  labor ;  that,  therefore,  it  is  the  expectation 
of  the  product,  and  not  the  possession  of  capital,  which 
constitutes  the  motive  for  the  payment  of  wages;  and 
that  it  is  the  anticipated  value  of  that  product,  and  not 
the  amount  of  capital  they  have  at  command,  which  de- 
termines the  amount  they  can  afford  to  pay  in  wages,  in 
addition  to  necessary  payments  on  account  of  interest 
and  rent. 

(«)  But,  aside  from  the  direct  argument  in  favor  of  his 
proposition  that  wages  are  paid  out  of  and  limited  by  cap- 
ital, Mr.  Macvane  thinks  he  finds  an  insuperable  objection 
to  the  view  that  wages  are,  economically  speaking,  paid 
out  of  the  product,  in  what  he  regards  as  the  financial 
impossibility  of  anticipating,  for  such  a  purpose,  the  avails 
of  production.  How,  he  asks,  can  wages  be  paid  out  of 
the  product  when  the  product  is  not  in  existence,  at  least 
in  marketable  shape,  when  the  wages  are  actually  paid  ? 
Even  on  the  assumption  that  the  efficiency  of  labor  were 
at  once  increased  to  an  extent  which  would,  economically, 
justify  an  addition  of  fifteen  per  cent,  to  their  wages,  he 
declares  that  increased  wages  could  not  possibly  be  paid, 
because  the  commodities  necessary  for  paying  the  increase 
would  not  yet  have  been  produced,  (p.  27.)  He  declares 
that  such  an  anticipation  of  the  avails  of  production  would 
be  "a  miracle."  Cp*  26.)  "The  wages  of  the  present," 
he  says,  "must  still  depend  on  the  present  resources  for 
paying  wages."  (pp.  17,  18.)  In  the  very  spirit  of  the 
old  wage-fund  doctrine,  he  declares  that  an  increase  of 
production  resulting  from  an  enhanced  efficiency  of  labor 
must,  of  necessity,*  first  go,  entire,  as  extra  profits  to  the 

*^*  These  influences  can  act  on  wages  only  by  first  acting  on  savings/' 
(p.  17.)  ^*  The  increase  of  product  goes,  in  the  first  instance,  by  the  very  nature 
of  the  case,  to  swell  the  revenues  of  those  who  employ  laborers/'    (p.  25.) 
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employer  or  as  extra  interest  to  the  capitalist ;  and  that 
it  is  only  as  these  may  afterwards  decide  to  employ  their 
greater  wealth  in  the  purchase  of  more  labor  that  wages 
can  be  enhanced. 

Now,  manifestly,  this  objection  does  not  lie  at  all  against 
an  increase  of  wages  due  to  an  enhanced  productiveness 
in  those  classes  of  cases  where  the  employer  realizes  the 
avails  of  the  sei'vice  before  he  is  expected  to  pay  the 
wages  of  his  own  employees.  But,  really,  does  this  ob- 
jection apply  to  any  class  of  cases  ?  I  think  I  have  shown 
in  The  Wages  Question^  both  by  reason  and  by  abundant 
instances,  that  it  does  not.  The  fact  is,  Mr.  Macvane's 
whole  reasoning  on  this  subject  unconsciously  embodies 
an  Equivoque.  It  is  true  that,  in  a  certain  industrial  and 
financial  situation,  the  body  of  employers  might  not  be 
able  to  pay — that  is,  to  pay  down  —  more  than  a  certain 
amount  in  wages.  But  it  does  not  follow  that  they  might 
not  engage  to  pay  more,  possibly  much  more,  in  wages,  if 
their  expectations  of  the  product  should  be  such  as  to 
justify  increased  expenditure  on  this  account.  Now,  it  is 
precisely  in  that  way  that  we  perform  Mr.  Macvane's 
"  miracle."  Introduce  the  element  of  credit  between  the 
employer  and  the  laborer,  and,  presto,  change !  that  which 
was  declared  to  be  physically  impossible  becomes  an  ac- 
complished fact.  The  miracle  is  wrought.  The  employer 
engages  to  pay  such  wages  as  the  anticipated  value  of  the 
product  will  justify.  He  pays  down  as  much  as  his  means 
will  allow  or  as  the  necessities  of  the  laborers  require.* 
He  pays  the  balance  of  wages  out  of  the  harvested  crop  or 
marketed  goods. 

*  **  There  is  nothing  in  the  need  th^t  the  laborer  has  of  prorinonal  main- 
tenance which  defeats  his  claim  to  a  payment,  oyer  and  above  the  mere  cost 
of  lubsiatenoe,  ont  of  the  product  when  completed.  It  may  be  that  poor 
Fien  mast  depend  daily,  pending  harvest,  upon  the  Squire  for  bread,  out  of 
the  crop  of  last  year ;  but  that  constitutes  no  reason  why  Fien  should  not 
reoeiTe  some  sheares,  at  harvest,  as  his  own.**  F.  A.  Walker,  **  The  Wage 
Fund,**  North  American  Beview^  January,  1875. 
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The  arrangement  which  has  been  described  is  that  upon 
which  the  payment  of  wages  largely  rests  in  all  commu- 
nities of  comparatively  limited  capital.  Perhaps  I  may  be 
permitted  to  quote  somewhat  at  length  from  my  work  — 
ITie  Wages  QacBtion  —  upon  this  point :  — 

In  new  countries,  by  which  we  mean  those  to  which  men  have 
gone  with  the  industrial  ideas  and  ambitions  of  older  countries,  but 
with  an  amount  of  capital  which,  from  the  necessity  of  the  case,  is 
more  or  less  inadequate  to  the  undertakings  for  which  their  skill  and 
labor  qualify  them,  wages  are  only  partially  paid  out  of  capital.  The 
history  of  our  own  country  so  amply  illustrates  this  statement  that 
we  need  not  go  elsewhere  for  examples.  From  the  first  settlement 
of  the  colonies  down  to  the  discovery  of  gold  in  California,  laborers, 
whether  in  agriculture  or  in  manufactures,  were,  as  a  rule,  hired  by 
the  year,  to  be  paid  at  the  end  of  the  year.  Bare  subsistence  might 
be  furnished  by  the  employer  meanwhile,  small  amounts  of  money 
might  be  advanced  *'for  accommodation,"  the  laborer's  tax  bill  or 
doctor's  bill  might  be  settled  by  the  employer ;  but  these  payments 
were  not  to  such  an  extent  (except  in  case  of  protracted  sickness  or 
sudden  misfortune)  but  that  the  employer  was  always  in  debt  to  his 
laborer. 

I  have  before  me  a  considerable  collection  of  accounts  taken  from 
the  books  of  farmers  in  different  sections  as  late  as  1851.  These 
show  the  hands  charged  with  advances  of  the  most  miscellaneous 
character.  ...  In  general,  the  amount  of  such  advances  does  not 
exceed  one-third,  and  it  rarely  reaches  one-half  of  the  stipulated 
wages  of  the  year.  It  is  idle  to  speak  of  wages  thus  paid  as  coming 
out  of  capital.  At  the  time  these  contracts  were  made,  the  wealth 
which  was  to  pay  these  wages  was  not  in  existence.  It  came  into 
existence  only  as  the  result  of  those  contracts  and  the  rendering  of 
those  services. 

Not  less  distinctly  did  this  system  of  paying  wages  prevail  in  the 
department  of  manufacturing  industry  during  the  same  period.  Ex- 
tensive inquiries  have  satisfied  me  that  manufacturers  in  New  Eng- 
land did  not  generally  leave  off  paying  their  workmen  by  the  year 
imtil  after  1854  or  1855.  .  .  .  Such  an  arrangement  was  the  very  con- 
dition on  which  alone  industry  could  be  prosecuted,  on  which  alone 
employment  could  be  given.  Capital  was  scarce,  because  the  country 
was  comparatively  new ;  and,  if  wages  had  been  measured  by  capital, 
wages  must  have  been  low.  But  at  the  same  time  production  was 
large,  because  natural  agents  were  copious  and  efficient,  and  labor 
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was  intelligent  and  skilful ;  and  as  it  is  production,  not  capital,  which 
affords  the  measure  of  wages,  wages  were  high,  but  the  workmen 
had  to  wait  for  them  till  the  crop  was  harvested  or  the  goods  sold. 
And  this  they  gladly  did,  and  never  for  one  instant  suspected  that 
they  were  being  paid  out  of  capital ;  indeed,  they  knew  better,  for 
they  had  seen  growing  under  their  hands  that  in  which  they  were 
finally  paid.  .  .  . 

But  whether  wages  are  advanced  out  of  capital  in  whole,  or  in  part, 
or  not  at  all,  it  still  remains  true  that  it  is  the  product  to  which  the 
employer  looks  to  ascertain  the  amount  which  he  can  afford  to  pay. 
When  the  employer  shall  pay  is  a  financial  question.  What  he  shall 
pay  is  the  true  industrial  question  with  which  we  have  to  do  in 
treating  wages.  This  is  determined  by  the  efficiency  of  labor  under 
the  conditions  existing  at  the  time  and  place,     (pp.  135-137.) 


II.  (/)  The  objectioiis  which  Mr.  Macvane  brings 
directly  against  my  theory  of  the  Source  of  Business 
Profits  are  not  easily  classified,  and  I  see  very  little  pref- 
erence for  one  order  of  dealing  with  them  as  compared 
with  any  other.  Perhaps  the  objection  which  it  may  be 
well  to  dispose  of  first  is  that  which  Mr.  Macvane  educes 
from  the  practical  inconvenience  to  political  economists 
which  would  be  attendant  on  the  acceptance  of  a  second 
descending  scale  of  productiveness.     Mr.  Macvane  says: 

We  should  have,  according  to  this  new  doctrine,  two  descending 
scales  of  productiveness,  one  due  to  differences  in  the  natural  agents, 
the  other  due  to  the  varying  capacity  of  employers.  Both  of  these 
(the  foot  of  the  scale  in  each  case)  are  supposed  to  be  operative  in 
determining  the  price.  The  cost  of  production  of  that  part  of  the 
supply  which  is  produced  at  the  greatest  disadvantage  settles  the 
price  of  the  whole.  But  what  part,  on  this  theory,  is  produced  at 
the  greatest  disadvantage  ?  Unless,  by  happy  chance,  the  lower  end 
of  the  one  scale  coincides  with  the  lower  end  of  the  other,  unless  the 
least  efficient  employers  have  the  least  productive  lands,  we  lose  our 
regulator  of  price  and  our  base  for  reckoning  rent.  If  the  least  effi- 
cient employers  should  happen  to  have  farms  and  mines  somewhat 
above  the  poorest,  the  consequences  would  be  extremely  awkward. 
The  poverty  of  the  poorest  lands  might  be  counterbalanced,  to  an 
indefinite  extent,  by  the  superior  business  capacity  of  those  tilling 
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them ;  and  the  inferior  bosiness  capacity  of  the  least  capable  farmers 
would  be  offset  by  the  natural  advantages  of  their  land.  If  each  of 
these  is  to  operate  in  fixing  the  price,  how  are  they  to  combine  their 
effects?  The  produce  that  comes  under  the  influence  of  the  one 
escapes  the  effects  of  the  other.  Where  shall  we  look,  on  this  theory, 
for  "  that  portion  of  the  supply  which  is  produced  under  the  greatest 
disadvantage  "  ?    (pp.  4,  5.) 

*  Now,  this  practical  objection  actually  exists ;  and,  if  the 
convenience  of  political  economists,  merely,  had  been  con- 
sulted in  the  formation  of  the  soil  and  the  constitution  of 

'  human  society,  one  descending  scale  of  productiveness, 

*  only,  would  have  been  allowed.  Indeed,  we  may  further 
say,  if  the  convenience  of  political  economists  alone  had 
been  consulted,  mankind  would  have  been  created  strictly 
according  to  the  pattern  of  that  economic  man  whose 
actions  the  writers  of  the  Ricardian  school  delight  to 
describe ;  and  all  those  annoying  ^^  sympathies,  apathies, 
and  antipathies,"  which  perplex  the  student  of  wealth, 
would  have  been  entirely  eliminated  from  society.    * 

^  The  question,  however,  is  not  whether  the  existence  of 
"  two  descending  scales  of  productiveness  "  suits  the  con- 
venience of  economic  reasoning,  but  rather  whether  two 
such  scales,  in  fact,  coexist;  and  Mr.  Macvane's  highly 
humorous  description  of  the  embarrassments  of  political 
economists  on  this  account  cannot  be  taken  as  constitut- 
ing even  a  prima-facie  objection  to  the  theory  of  business 
profits  which  he  combats,  unless  he  is  able  to  adduce  at 
least  one  department  of  human  activity  within  which  two 
(or  more)  descending  scales  do  not  coexist.  I  have  been 
able  to  think  of  none.  If  we  speak  of  war,  we  have  good 
generals  with  good  armies  and  good  generals  with  bad 
armies,  bad  generals  with  good  armies  (sometimes,  by 
the  accidents  of  succession)  and  bad  generals  with  bad 
armies.  Moreover,  some  of  the  good  armies  and  some  of 
the  bad  armies  may  have  good  weapons,  and  some  of  the 
good  armies  and  some  of  the  bad  armies  may  have  bad 
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weapons.  Of  course,  this  makes  it  terribly  confusing  to 
the  military  critic,  who  naturally  wishes  that  all  generals 
had  been  good  (or  bad),  that  all  armies  had  been  good  (or 
bad),  and  that  all  weapons  had  been  good  (or  bad),  in 
order  that  his  ^^  science ''  might  be  as  simple  as  possible 
and  susceptible  of  purely  mathematical  treatment  through- 
out. But  the  convenience  of  military  critics  has  been  as 
little  consulted  as  that  of  economists  in  the  constitution 
of  the  world;  and  those  who  will  write  of  war  are  there- 
fore sometimes  obliged  to  weigh  a  good  army  under  a 
bad  commander,  but  with  good  weapons,  against  a  bad 
army  under  a  good  commander,  but  with  bad  weapons, — 
and  so  on  through  all  the  permutations  of  which  the  given 
elements  are  susceptible. 

If  we  speak  of  sport,  we  find  fishermen,  who  may  them- 
selves be  good,  indifferent,  or  bad,  using  fishing  rods  and 
lines  and  hooks  and  files  which  may  be  either  good,  in- 
different, or  bad ;  and  the  writer  on  angling  may  be  con- 
fronted with  the  delicate  problem  whether  an  indifferent 
fisherman  with  good  tackle  will  catch  more  trout  in  a  day 
than  a  good  fisherman  with  indifferent  tackle.  When  we 
add  that  the  streams  on  which  a  number  of  fishermen  are 
engaged  may,  in  turn,  be  either  good,  indifferent,  or  bad, 
the  problem,  it  will  be  seen,  becomes  one  of  great  diflB- 
culty.  It  would  be  easy  to  show  that  the  same  com- 
plexity exists  in  industry  which  has  been  shown  to  exist 
in  war  and  in  sport.  But  it  is,  probably,  not  necessary  to 
pursue  the  matter  further,  until  Mr.  Macvane  has  cited 
one  instance,  among  all  the  forms  of  human  activity, 
where  two,  or  more,  "descending  scales  of  productive- 
ness "  do  not  coexist. 

(^)  As  to  the  special  case  of  the  cultivation  of  the 
soil,  which  Mr.  Macvane  brings  forward,*  as  showing  the 

*In  diiictiBsiii^  the  Uw  of  rent  in  his  general  treatise,  he  [Mr.  Walker] 
dwells  only  on  diCPerences  of  soil  and  sitaation,  as  causing  one  farmer  to  hare 
larger  returns  than  another.    Incidentally,  indeed,  in  connection  with  another 
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absolutely  destructive  effects  upon  systematic  political 
economy  which  would  be  produced  by  the  recognition  of 
two  descending  scales  of  productiveness,  I  think  there 
will  be  no  difficulty  in  showing  the  entire  compatibility 
of  my  theory  of  the  Source  of  Business  Profits  with  the 
accepted  economic  doctrine  of  rent.  That  this  point  was 
not  dwelt  upon  in  the  April  article,  as  Mr.  Macvane  com- 
plains, was  due  to  the  fact  that  I  was  there,  primarily, 
writing  on  profits,  and  not  on  rent ;  and  gave  my  readers 
credit  for  the  intelligence  required  to  qualify,  for  them- 
selves, the  familiar  statement  of  the  law  of  rent,  to  cor- 
respond to  any  deviation  from  the  assumption  which  un- 
derlies that  law.  What  is  that  assumption  ?  Why,  that 
the  several  tracts  of  land  taken  for  the  purposes  of  the 
discussion  are  treated  with  **  equal  applications  of  labor 
and  capital."  This  assumption  is  expressed  in  all  state- 
ments of  the  Ricardian  doctrine  of  rent,  usually  in  the 
very  words  given  above.  Now,  the  phrase,  **  equal  appli- 
cations of  labor  and  capital "  fairly  implies  both  that  the 
amounts  of  labor  and  capital  applied  to  the  several  tracts 
shall  be  equal  and  that  these  amounts  shall  be  equally 
well  applied, —  applied,  t.«.,  with  the  same  intelligence, 
energy,  economy,  and  skill  in  each  and  every  case. 

Since,  however,  Mr.  Macvane  expresses  a  desire  to  have 
it  formally  shown  how  the  accepted  theory  of  rent  can 
be  made  to  work  in  conjunction  with  the  newly  offered 
theory  of  profits,  the  following  illustration  may  be  given : 


subject,  he  makes  a  remark,  which,  if  taken  literally,  can  only  mean  that,  in 
his  theory,  all  farmers  are  to  be  regarded  as  of  the  same  grade  of  ability,  and 
all  of  the  ** no-profits'^  class!  Comparii^  the  special  gains  of  the  snocessful 
business  man  with  the  rent  of  land,  he  sajrs, — *^  jnst  as  the  coltiyator  of  soils  of 
the  better  class  has  a  sorplos  left  in  his  hands  after  paying  wages  for  labor 
and  interest  for  capital  employed,  which  surplus,  called  rent,  goes  to  the  owner 
of  the  soil.''  If  it  is  assumed  that  the  whole  surplus  above  wages  paid  for 
labor  and  interest  for  capital  goes  to  the  landlord,  of  course  that  would 
obviate  the  difficulties  I  have  mentioned :  all  farmers  are  then  of  the  **  no- 
profits"  grade.  But,  if  that  be  assumed,  what  shall  we  say  of  the  assump- 
tion?   (pp.  5,  6.) 
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Let  it  be  supposed  tliat  all  the  land  cultivated  for  the 
supply  of  a  certain  market  is  divided  into  three  tracts, 
which  would,  under  the  application  of  equal  amounts  of 
labor  and  capital,  aU  well,  and  equally  well,  administered, 
yield,  severally,  sixty,  forty,  and  twenty  bushels  of  Indian 
com.  According  to  the  Ricardian  formula,  the  rent  of 
the  best  land  will  then  be  forty  bushels ;  the  rent  of  the 
second  grade  will  be  twenty  bushels ;  the  third  tract  will 
bring  no  rent,  the  crop  simply  repaying  the  cost  of  culti- 
vation. Now,  let  it  be  further  supposed  that,  instead  of 
equal  intelligence,  energy,  economy,  and  skiU  directing 
the  application  of  labor  and  capital  to  the  land  in  this 
community,  the  cultivators  of  each  grade  of  soil  are  them- 
selves of  three  different  grades  of  efficiency,  those  of  the 
lowest  grade  not  being  capable  of  deriving  from  the  soil, 
through  the  application  of  the  given  amounts  of  labor 
and  capital,  so  much  by  two  bushels  as  do  the  producers 
of  the  highest  grade,  while  the  cultivators  of  the  inter- 
mediate grade  fall  short  of  the  best  result  by  one  bushel. 
It  is  clear  that  there  would  then  be  required  a  readjust- 
ment of  the  scale  of  rents,  according  to  the  new  elements 
introduced  into  the  problem.  The  actual  produce  of  the 
three  grades  of  soil  would  be,  under  the  hands  of  the 
three  grades  of  cultivators,  as  follows :  — 

First-grade 

cultivation. 

Firet-prade  »oll» 60 

Second-grade  8oilH 40 

Third-grade  mn\» 20 

What,  then,  has  been  the  effect  of  the  introduction  of 
cultivators  of  lower  industrial  grades,  in  the  case  just 
now  given  ?  It  has  been  practically  equivalent  to  lower- 
ing the  limit  of  cultivation  to  lands  producing,  under  the 
given  application  of  labor  and  capital,  no  longer  twenty, 
but  only  eighteen  bushels  per  acre,  with  all  which  such 
a  lowering  of  the  limit  of  cultivation  implies. 

(A)  The  point  which  we  have  now  reached  is  that  which. 


Second-grade 

Third -grade 

cultivation. 

cultivation. 

69 

66 

39 

38 

19 

18 
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perliaps,  is  most  convenient  for  dealing  with  the  argument 
that  the  occupation  of  the  soil  or  the  control  of  the 
agencies  of  transportation,  trade,  and  manufacture  by  in- 
competent  employers  is  powerless  to  enhance  the  price 
of  products  or  to  diminish  the  remuneration  of  labor. 

Why  not  also  caution  the  community  against  allowing  the  poorer 
grades  of  land  to  be  cultivated?  There  would  seem,  on  his  [Mr. 
Walker's]  theory,  to  be  as  good  reason  for  the  caution  in  the  one  case 
as 'in  the  other.  If  the  least  competent  employers  regulate  prices, 
then  prices  would  be  made  higher  and  not  lower  by  driving  them  out 
of  business,  just  as  the  price  of  food  would  be  made  higher  and  not 
lower  by  punishing  men  for  cultivating  poor  grades  of  land.  Mr. 
Walker  is  thoroughly  aware  that  it  is  not  open  to  anybody  to  force 
up  the  price  of  food  and  the  rent  of  land  by  needlessly  bringing  into 
cultivation  land  poorer  than  any  hitherto  in  use.  Why  should  he 
argue  as  if  the  corresponding  feat  were  possible,  when  incompetent 
employers  "  force  themselves  into  the  control  of  business  and  main- 
tain themselves  there  at  the  expense  of  the  conmiunity  "  ?    (pp.  7,  8.) 

It  is  true  that,  if,  in  the  community  taken  above  for 
the  foregoing  illustration  (^r),  one  incompetent  cultivator, 
or  twenty  or  a  hundred,  were  to  move  out  upon  land  pro- 
ducing, with  the  given  application  of  labor  and  capital, 
only  ten  bushels  to  the  acre,  their  doing  so  would  have  no 
effect  upon  the  price  of  corn.  They  would  simply  starve 
themselves;  and  the  price  of  corn  would  remain  un- 
changed, because,  as  we  assumed,  the  whole  required 
supply  of  the  community  can  be  produced  upon  the  sixty, 
the  forty,  and  the  twenty  bushel  tracts,  taken  together. 
But  we  saw  above  that,  if  incompetent  cultivators  come 
into  possession  of  the  better  tracts,  they  do  so  to  the  in- 
jury, not  of  themselves  only,  but  also  of  the  community. 
What  Mr.  Macvane,  in  effect,  says  is  that  the  control, 
by  incompetent  persons,  of  productive  machinery  which  is 
not  required  for  the  supply  of  the  community  can  have 
no  effect  upon  the  price  of  produce.  This  is  true  enough, 
but  has  no  relevancy  to  the  question.     What  I  referred  to 
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was  the  possession  and  control,  by  incompetent  persons, 
of  a  portion  of  the  productive  machinery  which  is  required 
for  the  supply  of  the  community. 

(t)  But  Mr.  Macvane  (page  6)  brings  still  another 
objection  to  the  view  that  the  control  of  business  by  in- 
competent employers  is  at  the  cost  of  the  community,  and 
is,  therefore,  something  to  be  deprecated.  He  admits,  in 
the  case  of  agriculture,  that,  **  as  poorer  sources  of  supply 
have  to  be  resorted  to,  in  the  industries  subject  to  the  law 
of  diminishing  returns,  the  value  of  the  product  rises.** 
But,  he  argues,  *^  this  is  because,  and  only  because,  other 
industries  are  free  from  the  law  of  diminishing  returns. 
If  all  industries  were  subject  to  that  law,  neither  value 
nor  price  would  be  affected  by  it."  Now,  Mr.  Macvane 
continues,  "  the  differing  eflSciency  of  employers  is  a  fact 
common  to  all  industries,  and,  b}"  Mr.  Walker's  own 
assumption,  tapers  off  to  the  same  precise  vanisjhing  point 
of  ^  no-profits '  in  all.  How  then,  I  ask,  shall  it  affect  the 
value  or  the  price  of  any  commodity  ?  If  the  presence  of 
the  '  no  profits '  employer  tends  to  raise  the  value  of  any 
one  product,  it  must  have  a  precisely  similar  effect  on  the 
value  of  every  other  product."  That  is,  since  the  range 
of  efficiency  in  the  employing  class  affects  all  industries, 
and  presumably  affects  them  all  alike,  it  is  as  if  it  affected 
none.  This  cause  can  have  no  possible  influence  upon 
value.*  Thus  does  Mr.  Macvane  dispose  of  the  "no- 
profits  "  employer  as  the  regulator  of  prices ;  and  he  adds, 

*  As  if  to  shnt  me  off  from  the  last  possible  areniie  of  escape,  Mr.  Bfao- 
vane  adds,  **  Neither  can  it  affect  prices  (i.e.,  the  exchanging  proportions  of 
gold  and  other  Uiings),  since  in  the  prodaodon  of  gold  the  *  no-profits  *  em- 
ployer Lb  present,  and  must  be  as  potent  in  affecting  the  yaloe  of  the  prodoot 
as  he  Lb  in  every  other  case/*  (pp.  6,  7.)  Mr.  Macvane  here  falls  into  a 
familiar  error,  in  the  theory  of  money,  by  aasnming  that  the  present  cost  of 
prodaction  of  gold  necessarily  governs  the  **  exchanging  proportions  of  gold 
and  other  things.**  It  does  not  do  this  necessarily  ;  it  does  not  do  UiLb  habita- 
ally ;  it  seldom  does  this.  It  is  fairly  a  question  whether,  in  the  history  of  the 
world,  it  has  ever  done  this.  For  hundreds  of  years  after  the  downfall  of  the 
Western  Empire,  gold  and  silver  continued  to  purchase  only  a  small  fraction 
of  the  labor  or  commodities  which  would  then  have  been  required  to  produce 
gold  or  silver,  in  any  considerable  quantities.    For  generations  after  the  dis- 
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**  Probably  Mr.  Walker  would  admit  that  his  proposition 
as  to  tho  source  of  the  earnings  of  successful  business  men 
must  stand  or  fall  with  his  theory  as  to  the  price-regulat- 
ing function  of  the  '  no-profits '  business  man."     (p.  8.) 

This  is  one  of  the  stinging  points  which  abound  in  the 
October  article,  and  which  produce  the  impression  upon 
the  mind  of  the  casual  reader  that  Mr.  Macvane  has 
exposed  a  grave  blunder.  The  fact  is  there  is  not  the 
slightest  validity  in  the  objection.  Mr.  Macvane's  argu- 
ment is,  to  use  an  Hibernicism,  built  upon  an  hiatus.  It 
is  true  that  the  prices  of  the  products  of  all  industries 
cannot  (the  volume  of  the  currency  remaining  unaltered) 
rise  simultaneously,  provided  the  eame  quantitiee  are  eon- 
eemed.  With  a  diminution,  however,  in  the  amounts  of 
the  several  commodities  in  the  market,  there  is  no  reason 
why  each  commodity  should  not  bear  a  higher  price.  On 
the  contrary,  prices  must  rise. 

Now,  the  introduction  of  employers  of  less  than  full 
efficiency  does,  by  the  very  statement  of  the  case,  diminish 
the  amounts  of  the  products  resulting  from  the  application 
of  labor  and  capital. 

(y)  Still  further  pursuing  his  objection  to  my  proposi- 
tion, that  the  earnings  of  tlie  successful  men  of  business 
stand  in  a  necessary  relation  to  the  cost  of  production  of 
that  portion  of  the  required  supply  which  is  produced  at 
the  greatest  disadvantage  (embracing,  in  the  latter  con- 
ception, the  effects  of  incompetent  direction),  Mr.  Mac- 
vane, leaving  the  lower  end  of  the  scale  of  management 
and  proceeding  to  tho  upper  end  of  that  scale,  asserts, 
as  something  indisputably  true,  that,  "  if  a  good  manager 
can  create  as  much  wealth  as  one  hundred  men  when 
good  managers  are  few,  he  can  do  the  same  when  good 
managers  are  numerous."     (p.  9.) 

oovery  of  the  silver  mines  of  Mexico  and  Peru,  silver  retained  a  purchasing 
poorer  largely  in  excess  of  the  cost  at  which  silver  was  then  heing  produced  in 
vast  amounts.  It  was  many  years  after  the  simultaneous  discovery  of  gold  in 
California  and  Australia  before  gold  feU  to  near  its  own  cost  of  production. 


THE  aOURCK  OF  HVSiSKSS  mOFITA  Ml 

We  have  here  another  »Up  ovi^r  tho  tUiitiiiotton  )>ot  wtH^n 
utilities  and  values.  It  is  true  that  the  ener(ry»  liitelH* 
genoe,  economy,  and  skill  of  an  able  manufaoiurer  wtmld 
be  not  less  efficient  in  creating  uHliti^n^  were  all  other  enw 
ployers  equally  competent  with  himself  t  but  what  «*ft/iii*s 
should  reside  in  those  utilities  would  depend  upon  the 
supply.  And,  inasmuch  as  the  supply  could  not  fail  to 
be  increased  by  the  more  goneml  introducticm  of  energyi 
intelligence,  economy,  and  skill  into  business,  it  would 
seem  that  the  amount  of  wealth, —  t.it.,  values,  not  utilities 
—  resulting  from  the  efforts  of  the  flrst-indieat^d  em- 
ployer would  necessarily  be  reduced. 


The  objections  with  which  wo  have  thus  far  dealt  may 
be  considered  rather  as  objections  to  the  e^mslderatl/in  of 
my  theory  of  business  proflts  than  as  objections  Uf  the 
theory  itself.  I  regret  that  the  extendml  sfim!e  wtdch  has 
been  necessarily  occu[)ied  in  replying  Ut  these  critielsrnSt 
most  of  which  should  not  have  Y^een  ma^le  at  all,  has 
left  little  rrK;m  for  the  disf;tjsiiion  of  those  jmrts  of  Mr, 
Macvane*s  article  which  stand  profierly  relates!  Ut  the 
theory  in  question. 

(k')  Referring  t/>  the  hyfi<itbeti/jal  cas#j  with  whi/jh  the 
article  in  the  April  uHw)fffr  off^jtPsiU  ^ff  a  small  and  ^^xcltt' 
sive  class  of  business  manag^rrs,  ^each  the  |/r^cise  ^^^'ouomw 
equivalent  of  every  other/^  Mr,  Ma/;varf#f  /'f/ag^  JO;  says 
that  I  have  **  no  suggestion  Uf  fftf^r  as  t//  itt^  arn/ziiot  fft 
their  earnings  apart  hfffn  the  ne/;dless  an/1  highly  rme/yf* 
nomic  assumption  of  a  ry^nl/inati//ri  Up  fix  *n  sfiir*/liif/|  t^ft 
ibeir  own  remaneration/  "^  To  this  dhnftu^^fMfJ^tu  it  m 
ewf\i^\i  Up  reply  t^jat  no  wriUrr  eafi  make  a  InW  Mtt^l  e//f»- 
cIii^Te  expositi/>n  of  tii^  law  f4  rerii  with//nt  0Af\fti(  the 
hrp^jtbeticsil  case  of  a  VimiUsA  ^»r tent  of  lands,  all  ^f  e/|rial 
quality,  xiTiAtT  prirue  owr^^mhip,  mA  pfmmtAj  ^r%rff»At  Uf 
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a  oombination  to  fix  the  price  of  the  produce.  Inasmuch 
as  my  argument  closely  assimilated  profits  to  rent,  the 
assumption  referred  to  was  neither  needless  nor  unec- 
onomic. 

(Z)  Mr.  Maovane  declares  (page  10)  that  my  theory  is, 
**in  reality,  not  a  theory  of  manager's  earnings*  at  all, 
but  a  theory  of  the  differences  of  managers'  earnings." 
It  is  true  that  the  theory  in  question  treats  of  differences 
of  profits.  But  it  is  also  true  that,  by  that  theory,  differ- 
ences of  profits  make  up  the  whole  sum  of  profits ;  and, 
therefore,  to  treat  of  *^  differences  of  managers'  earnings  " 
is  to  treat  of  ^^ manager's  earnings"  themselves,  just  as 
to  explain  differences  of  rents  is  to  account  for  the  whole 
of  rent.  By  the  theory  in  question,  the  earnings  of  man- 
agers of  the  lowest  industrial  grade,  being  not  in  excess 
of  wages, —  that  is,  not  in  excess  of  what  the  same  per- 
sons might  reasonably  look  to  obtain,  if  employed  by 
others, —  are  treated  as  not  profits  at  all,  being  on  the 
same  scale  (making  allowance  for  friction  on  coming  into 
or  going  out  of  business)  and  governed  by  the  same  law 
as  wages.  It  is  of  course  legitimate  to  take  exception  to 
the  propriety  of  this  definition ;  but,  clearly,  if  we  start 
with  this  definition,  as  was  done  in  the  April  number,  any 
theory  which  accounts  for  all  the  differences  of  managers' 
earnings,  above  this  "  no-profits  "  line,  accounts  for  all  the 
profits  there  are,  and  is  therefore  a  full  and  proper  theory 
of  profits. 

(m)  Over  and  over  again,  in  the  course  of  his  article, 
Mr.  Macvane  exhibits  a  misconception  of  the  remark  of 
Professor  Marshall,  quoted  and  adopted  by  myself,  to  the 
effect  that  a  manager's  earnings  represent  his  own  crea- 
tion of  wealth.  That  remark  had  reference,  as  was  abun- 
dantly shown  by  the  context,  to  the  existing  industrial 
situation,  where  employers  of  various  industrial   grades 

*  A^ain,  **  Mr.  Walker  treats  ratlier  of  differences  of  profits  than  of  profits 
as  snch/^    (p.  9.) 
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are  engaged  in  production.*  Yet  Mr.  Macvane  insists 
upon  holding  Professor  Marshall  and  myself  responsible 
for  the  correctness  of  this  statement  in  application  to  an 
unreal  industrial  situation,  where  all  employers  should  be 
of  the  same  industrial  grade, — a  situation  with  respect  to 
which  neither  Professor  Marshall  nor  myself  would  think 
of  making  such  a  statement. 

(n)  Taking  up  "  the  residue  theory  of  wages  "  advanced 
in  the  AprU  article,  Mr.  Macvane  says:  "When  the 
whole  work  is  done,  it  seems  to  me  to  be  little  more  than 
a  somewhat  elaborate  statement  of  the  fact  that  what 
does  not  go  to  the  other  participants  goes  to  the  laborers. 
By  simply  transposing  terms,  the  same  method  would 
yield  an  equally  valid  law  of  rent,  or  of  interest,  or  of 
earnings  of  management.*'  (p.  14.)  These  sentences  re- 
peat the  objection  which  was  uttered  by  others,  in  reviews 
and  in  private  correspondence,  when  this  theory  of  the 
source  of  business  profits  was  brought  out  in  my  Politiedl 
Economy  in  1888.  Why,  these  persons  asked,  is  wages  the 
residual  share  of  the  product,  any  more  than  rent,  interest, 
or  profits?  If  it  be  true  that  wages  is  what  is  left  of  the 
product  after  those  three  shares  have  been  taken  out,  why 
is  it  not  equally  true  that  rent  or  interest  or  profits  is 
what  is  left  after  deduction  is  made  of  the  other  three 
shares  in  each  successive  case  ?  I  confess  the  persistency 
with  which  this  question  is  asked  has  been  very  discour- 
aging, but  let  me  try  once  more  to  show  what  is  meant  by 
the  term  "  residual "  in  this  connection. 

What  we  are  inquiring  about  is  the  distribution  of  the 
product  of  industry.  Now,  at  any  given  time,  the  volume 
of  articles  having  utility  to  men  and  yet  requiring  the 
exertions  and  sacrifices  of  economic  agents  is  divided, 

*  **  This  nirpliis,  in  the  ease  of  any  employer,  lepreeenti  that  which  he  ia 
able  to  prodace  over  and  above  what  an  employer  of  tke  loweal  industrial  grade 
can  produce  with  equal  amounte  of  labor  and  oapiUdJ*''  —  Quarlerlp  Journal  of 
Economics,  April,  1887. 
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speaking  broadly,  into  four  great  shares, — interest,  rent, 
wages,  profits ;  and  a  person  contemplating  the  industrial 
situation,  without  going  below  the  surface  to  find  the 
forces  which  had  determined  the  division  of  that  product, 
might  say  of  each  share  in  turn  that  it  equals  the  product 
minus  the  three  other  shares.  But  it  is  always  possible 
that  the  volume  of  what  we  call  wealth,  produced  annu- 
ally or  within  a  stated  period,  may  be  increased.  Indeed, 
we  have  to  contemplate  the  probability  that  (1)  through 
the  discovery  of  larger  resources  in  nature,  or  (2)  through 
the  introduction  of  new  arts,*  or  (3)  through  the  indus- 
trial improvement  of  the  laboring  class,  the  volume  of 
wealth  will  always  be  on  the  increase,  though  at  varying 
rates.  Now,  whatever  may  have  been  said  of  the  previous 
division  of  the  product,  it  is  clear  that,  equilibrium  having 
been  destroyed  by  change  of  conditions,  the  reapportion- 
ment of  the  product  must  be  effected  hyf orcein  economic 
in  their  character.  If,  then,  it  can  be  shown  that,  in  the 
distribution  of  the  new  product,  three  of  the  shares  are 
naturally  limited,  so  that  not  one  of  them  need  increase 
or,  under  perfect  competition,  will  increase  merely  because 
the  product  has  increased,  we  are  entitled  to  call  the  re- 
maining share,  which  receives  the  whole  gain,  residual. 
It  is  still  true  that  each  claimant  in  turn  will  receive 
what  the  others  do  not ;  but  this  is  only  a  shallow  and 
unphilosophical  way  of  regarding  the  matter.  In  the  fact 
that  one  of  the  parties  to  distribution  has  the  power  to 
engross  the  entire  increase  is  found  a  sufficient  reason  for 
distinguishing  that  share  by  some  term  which  will  express 
that  peculiar  virtue.  Now,  in  the  April  article,  it  was,  I 
think,  abundantly  shown  that,  in  a  great  variety  of  cases, 
the  product  of  industry  might,  through  a  great  variety  of 
causes,   be  largely  increased,    (1)   without  making  any 

*  The  foUowingr  discussion  assumes  tliat  these  new  arts  are  not  protected 
by  patents  or  other  forms  of  monopoly.  So  far  as  monopoly  enters,  competi- 
tion fails ;  and  the  increased  value  of  the  product  will,  in  whole  or  in  part,  go 
to  the  inventor,  so  long  as  the  patent  continues  in  force. 
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heavier  draft  upon  the  soil,  and  thus  without  enhancing 
rent ;  (2)  without  requiring  the  use  of  additional  capital, 
and  thus  without  enhancing  interest ;  (3)  without  intro- 
ducing a  lower  grade  of  employers,  and  thus  without  en- 
hancing profits.  What  has  been  said  about  rent  is  fully 
borne  out  by  the  accepted  economic  doctrine.  It  was  the 
object  of  the  article  in  question  to  show  that  the  same  was 
equally  true  of  profits.  As  to  my  treatment  of  the  share 
of  the  product  going  to  the  capital  as  interest,  Mr.  Mac- 
vane  makes  a  complaint,  which  will  next  be  noticed. 

(o)  It  is,  he  says,  **  no  unfair  criticism  of  Mr.  Walker's 
theory  at  this  point  to  say  that  it  takes  the  rate  of  inter- 
est for  granted."  *  (p.  18.)  In  one  sense,  this  is  hardly 
correct,  since  it  was  stated  in  the  April  article  that  the 
amount  going  to  capital,  as  interest,  is  determined  ^^  by  the 
relation  of  supply  and  demand,"  —  a  formula  which  the 
economists  of  Mr.  Macvane's  school  have  deemed  sufficient 
to  account  for  anything  and  everything  in  the  economic 
world.  But  it  is  true  that  no  original  determination  of 
interest,  as  a  share  of  the  product,  was  attempted.  The 
formula  quoted  was  considered  adequate  for  the  purposes 
of  that  discussion.  All  that  was  there  required  —  in  the 
progress  of  the  argument  as  to  the  residual  character  of 
wages  —  was  to  show  that  interest,  as  a  share  of  the  prod- 
uct of  industry,  is  fixed  and  limited  by  a  competent 
cause,  and  would,  therefore,  not  be  enhanced  merely  be- 
cause of  an  increase  of  the  product,  an  enlarged  demand 
for  capital  not  being,  as  we  have  seen,  necessarily  involved 
in  such  an  increase. 

Since,  however,  Mr.  Macvane  insists  upon  regarding  the 
failure  to  discuss  the  question  of  interest  as  constituting 
an  hiatus  in  my  argument,  I  would  say  that  the  rate  of 
interest  is  determined  by  the  supply  of  and  the  demand  for 
capital,  taken  in  conjunction  with  the  principle  of  Final 

*  In  oontradistinetioiL,  he  lays  of  the  »athon  of  the  Eamomics  qf  Induttry, 
**  They  do  not  take  the  rate  of  interest  for  ffranted."    (p.  19.) 
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Utility,  as  stated  by  Professor  Jevons.  When  we  speak 
of  the  demand  for  capital,  we  mean,  broadly,  the  occasions 
for  its  productive  uses, —  not  literally,  since  those  occar 
sions  may  be  misconceived,  and  real  opportunities  for  the 
profitable  application  of  capital  may  exist  without  giving 
rise  to  an  actual  demand.  But,  broadly  speaking,  that 
demand  is  determined  by  those  occasions.  Now,  while 
the  rate  *  of  interest  is,  say,  at  five  per  cent.,  men  will  be 
borrowing  at  that  rate  who  could  better  afford  to  pay  ten 
per  cent,  than  not  to  have  the  use  of  capital.  There  will 
be  other  men  who  coilld  better  afford  to  pay  nine  per 
cent,  or  eight  or  seven  or  six  than  not  to  have  the  capital ; 
but  these,  nevertheless,  borrow  at  five.  Why?  Because 
the  supply  of  capital  is  so  large  that  the  demand  for  it, 
coming  from  all  those  who  could  afford  to  pay  ten  per 
cent,  or  nine  or  eight  or  seven  or  six,  or  even  five  and  a 
half,  is  not  sufficient  to  take  it  wholly  up ;  and  it  is  only 
as  we  come  down  to  those  who  can  pay  five  per  cent.,  and 
get  the  amount  so  paid  back  again  in  the  price  of  their 
product,  but  could  not,  or  think  they  could  not,  pay  more 
and  make  themselves  "good,"  that  we  attain  that  total 
demand  for  capital  which,  in  the  situation  given,  is  neces- 
sary to  take  up  the  supply.  Notwithstanding  that  the 
utility  of  the  successive  increments  of  capital  applied  to 
production  has  varied  within  a  wide  range,  all  the  loans 
made  would,  in  a  money  market  where  perfect  competi- 

*  Mr.  Sidney  Webb,  in  his  article  on  tbe  *^  Rate  of  Interest  and  the  Laws 
of  Diatribution,"  in  the  Quarterly  Journal  of  Economics^  January,  1888,  rightly 
saya  that  this  term  is  often  erroneously  used,  or  used  with  the  result  of  pro- 
ducing misconception,  being  understood  to  apply  to  the  current  rate  paid  on 
loans  in  the  **  money  market,"  or  to  the  current  rate  paid  on  more  permanent 
loans  on  security,  or  to  the  normal  rate  to  which  the  variations  in  current  rates 
of  loan  interest  tend  to  conform,  through  a  long  period,  for  any  community. 
Not  the  less  is  the  term  Rate  of  Interest  one  proper  to  be  applied  to  what 
Mr.  Webb  designates  (p.  192-3)  as  Economic  Interest.  If  there  be  a  body  of 
capital  applied  to  production,  and  if  a  portion  of  the  product  becomes  the 
remuneration,  or  reward,  for  the  use  of  that  capital,  there  must  be  a  ratio 
between  the  two  quantities,  which  may,  properly  enough,  be  called  the  Rate 
of  Interest. 
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tion  *  existed,  be    made    at  the  same  rate, —  the  rate, 
namely,  which  the  last  borrower  can  afFord  to  pay. 

It  is  at  this  point  that  I  am  compelled  to  part  company 
with  Mr.  Webb,  who,  in  his  article  in  the  la^t  number  of 
this  journal,  announces  the  principle  that  it  is  *^  inequality 
of  return  which  is  the  cause  alike  of  rent,  interest,  and 
rent  of  ability  "  (p.  193),  and  whose  analysis  of  the  practi- 
cal distribution  of  capital  among  the  several  industries  and 
among  the  individuals  of  each  industry  leads  him  to  dis- 
regard that  "  trifle  of  interest "  which  would  theoretically 
be  the  remuneration  for  the  **  minimum  of  capital  '*  of  ^'the 
worker  using  the  minimum  of  skill  and  capital,  engaged  in 
wealth  production  under  the  most  unfavorable  circum- 
stances." (p.  197.)  On  the  contrary,  I  hold  that,  while 
inequality  of  return  is  the  cause  alike  of  rent  and  of 
profits,  equality  of  return  is  the  law  of  capital ;  that  there 
is  not,  in  economic  theory,  any  ^^no-interest"  capital, 
although  there  is  "no-rent"  land  and  there  are  "no- 
profits  "  employers ;  and,  finally,  that  all  portions  of  capi- 
tal do,  in  proper  economic  theory,  bear  an  equal  rate  of 
interest,  differences  of  actual  returns  being  due  either  to 
the  element  of  risk,  requiring  the  insurance  of  the  princi- 
pal sum,  or  to  the  effects  of  ignorance  and  inertia  in  the 
money  market.  Instead,  therefore,  of  holding  with  Mr. 
Webb  that  the  "  trifle  of  interest "  paid  (to  others  or  to 
himself)  by  the  least  favored  producer  for  his  "  minimum 
of  capital "  may  properly  be  disregarded  "  as  merely 
equivalent  to  that  ^gratuitous  capital,* — such  as  roads, 
pavements,   and  policemen,   elsewhere    provided   free   of 

*  I  really  cannot  bring  myaelf  to  answer  the  questions  which  Mr.  Maoraoe 
propounds  to  me,  on  this  subject,  on  pagres  13  and  14  of  his  article :  **  Further, 
when  *  interest  is  to  be  deducted/  it  would  be  necessary  to  know  whether  this 
means  interest  on  perfect  security  or  on  ordinary  mercantile  security  or  on  such 
security  as  the  indiyidual  employer  in  each  case  happens  to  be  able  to  offer, 
for  interest  yaries  in  the  same  loan  market  with  the  character  of  the  security. 
Also,  we  should  need  to  know  whether,  in  times  of  temporarily  high  interest, 
the  laborers  are  to  be  charged  at  the  high  rate  on  the  whole  capital  of  the 
country  or  only  on  the  portion  actually  borrowed  at  the  high  rate." 
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charge  to  other  producers," —  it  appears  to  me  that  the  m- 
terest  paid  under  such  conditions  must  be  taken,  theoreti- 
cally, as  equal  in  rate  to  that  paid  elsewhere ;  while,  in 
fact,  that  charge  is  likely  to  be  heavier,  per  unit  of  capital, 
than  in  the  case  of  production  taking  place  under  more 
favorable  circumstances. 

(p)  Coming  now  to  the  analysis  of  the  constituents  of 
the  employing  class  offered  in  the  April  article,  Mr.  Mac- 
vane  expresses  his  strong  dissent  from  my  views.  He 
holds  that  the  differences  of  profits  actually  realized  by 
employers  are  due  far  more  to  differences  of  opportunities 
than  to  those  of  abilities.  Indeed,  he  seems,  at  points, 
disposed  to  hold  the  latter  rather  a  hindrance  than  other- 
wise, expressing  the  opinion  that  "  to  work  hard  and  save 
hard,"  until  they  can  command  capital  of  their  own,  is  ^*an 
ordeal  that  natural  ability  for  management  on  the  large 
scale  does  not  help  men  to  face  successfully.  It  demands, 
rather,  plodding  patience  and  severe  self-denial."  (p.  8.) 
The  possession  of  capital  is,  in  Mr.  Macvane*s  sight,  a  far 
more  efficient  cause  in  enabling  men  to  carry  on  produc- 
tion on  a  large  scale  than  high  industrial  quality.  The 
"captain  of  industry"  he  considers  "a  rather  mythical 
personage."  Moreover,  while  thus  assigning  a  decided 
preference  to  opportunities  over  abilities  as  the  cause  of 
business  success,  Mr.  Macvane  assigns  an  extraordinary 
degree  of  importance  to  still  other  elements.  "Mere 
luck,"  he  says,  "  in  trading,  skilful  speculation,  taking 
itdvantage  of  the  ignorance  or  the  fears  or  the  necessities 
of  other  men,  comers,  craftiness,  and  even  knavery,  are 
often  much  shorter  roads  to  riches  than  actual  production 
is."  (p.  12.)  Incidentally  to  the  expression  of  these 
views,  he  ridicules  my  characterization  of  the  employing 
class,  speaking  as  if  I  had  attributed  to  every  successful 
employer  high  intellectual  qualifications,  and  charging 
upou  me  the  absurd  notion  that  "  the  born  manager,  on 
coming  of  age,  bad  only  to  whistle  the  proper  note,  in 


THE  SOURCE  OF  BUSINESS  PROFITS  289 

order  to  have  all  the  requisites  of  production  laid  at  his 
feet."     (p.  2.) 

Ist.  I  know  of  nothing  whatever  in  any  writings  of 
mine  which  would  justify  such  a  statement  as  that  above, 
—  nothing  which  disparages  the  importance  to  any  man  of 
natural  ability,  however  gifted,  of  long  experience  and 
thorough  training.  Mr.  Macvane  appears  to  consider  the 
need  of  **  plodding  patience  and  severe  self-denial "  to  be 
an  ordeal  through  which  men  of  smaller  parts  and  lower 
natures  pass  most  successfully.  But,  surely,  that  is  a  poor, 
paltry,  and  peevish  genius  which,  for  the  sake  of  ultimate 
mastery,  does  not  submit  itself  bravely  and  cheerfully  to  any 
trial,  however  long  and  severe,  which  may  lie  in  its  path. 
Such  might  be  the  genius  of  a  brilliant  rhetorician  or  dia- 
lectician, but  not  of  a  really  great  man  of  affairs.  Had  not 
Stewart  and  Vanderbilt  "  natural  ability  for  management 
on  the  large  scale  "  ?  Yet  their  youth  and  early  manhood 
were  passed  amid  severe  privations,  and  the  first  efforts  of 
their  powers  were  spent  in  the  operations  of  a  petty  com- 
merce. The  same  is  true  of  ninety-five,  if  not  ninety- 
nine,  out  of  every  hundred  of  conspicuously  successful 
careers.  The  trials  and  hardships  which  Mr.  Macvane 
considers  as  a  mere  senseless  obstruction  to  the  passage 
of  men  forward  to  their  work  in  life,  and  as,  indeed,  hold- 
ing back  those  of  better  parts,  while  admitting  more 
readily  the  men  of  commonplace  character  and  mind, — 
these  trials  and  hardships  are,  in  truth,  among  the  condi- 
tions of  the  highest  success;  and  I  must  consider  the 
opposite  doctrine  a  poor  sort  of  history  and  a  poorer  sort 
of  moral  philosophy  to  be  taught  to  American  youth. 

2d.  Instead  of  idealizing  the  employer  and  treating  all 
profits  as  due  to  remarkable  intellectual  and  moral  endow- 
ments, as  Mr.  Macvane  intimates  I   have  done,*  I  have 

*  I  have  DO  wish  to  idealize  the  saoceHfnl  empl^jer  of  labor.  He  may 
easily  be  found  to  be  a  rery  unamiable  and  a  Teiy  umnterestinsr  person.  For 
the  perfect  temper  of  bonnew  tomethinflTt  doabtloH,  of  hardnw  it  needed. 
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sought  to  exhibit  a  very  wide  range  of  industrial  ability^ 
from  the  lowest  all  the  way  up  to  the  highest. 

8d.  Mr.  Macvane  appears  to  think  that  it  would  be  con- 
clusive against  my  theory  of  the  Source  of  Business  Profita 
that  it  should  be  shown  (as  to  which  he  confidently  ex- 
presses his  individual  opinion)  that  the  successful  conduct 
of  business  is,  in  the  hunger  proportion,  due  to  exceptional 
opportunities  rather  than  to  exceptional  abilities.  Yet^ 
in  fact,  that  theory  would  be  equally  well  established^ 
were  it  proved  that  business  success  depends  wholly  upon 
exceptional  opportunities,  and  not  at  aU  upon  exceptional 
abilities.  The  difference  to  social  philosophy  would  in- 
deed be  great,  but  to  economics  the  question  is  altogether 
indifferent.* 

4th.  But  I  take  issue  with  Mr.  Macvane  on  the  opin- 
ion that  business  success  is  mainly  due  to  privilege  and 
opportunity  rather  than  to  individual  character  and  power^ 
and  I  appeal  with  the  utmost  assurance  to  my  countrymen 
whether  I  am  not  right  in  saying  that  the  latter  are  far 
more  eflBcient  than  the  former  in  securing  profits.  Have 
not  a  vast  majority  of  all  the  business  houses  with  us 
which  have  achieved  notable  success  been  founded  by 
men  who  owed  almost  nothing  to  opportunity,  who  strug- 
gled up  to  their  high  places  in  the  industrial  order,  not 

just  as  it  is  the  alloy  of  baser  metal  which  fits  the  gold  for  circnlating  in  the 
hands  of  men.  A  little  too  mnch  of  sensibility  or  a  little  too  mnch  of  imagi- 
nation is  often  a  sufficient  cause  of  failure  in  the  stem  competitions  of  busi- 
ness. The  successful  entreprenettr  need  not  even  understand  the  theory  of 
trade,  or  be  a  financier  in  the  larger  sense  of  the  word.  The  Wages  Qttestion, 
p.  251. 

*  The  successful  conduct  of  business  under  free  and  active  competition  is 
due  to  exceptional  abilities  or  to  exceptional  opportuniti^.  Whether  due  to 
exceptional  abilities  or  to  exceptional  opportunities,  my  proposition  could  be 
equally  weU  established,  just  as  it  makes  no  difference,  in  the  theory  of  rent, 
whether  a  piece  of  land  owes  its  superior  advantages,  for  the  purposes  of  culti- 
yation,  to  higher  natural  fertility  or  to  closer  proximity  to  the  market  to  be 
supplied.  Tet  it  cannot  be  a  matter  of  indifference  to  social  philosophy 
whether  the  power  to  command  profits  be  due  to  exceptional  abilities  or  to 
exceptional  opportunitieB.    F.  A.  Walker,  Political  Economy^  1883,  pp.  248, 249. 
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only  without  adventitious  helps,  but  against  poverty  or 
actual  misfortune  ?  On  the  other  hand,  what  social  phe- 
nomenon is  more  familiar  than  that  of  great  houses,  deeply 
founded,  which  have  enjoyed  great  prestige,  wide  connec- 
tions, and  large  accumulated  capital,  dwindling  little  by 
little,  if  not  brought  actually  to  their  downfall,  simply 
because  the  management,  which  had  been  strong  and 
brave  and  wise,  became  commonplace,  purposeless,  timid, 
and  weak  ?  *  For  one,  I  do  not  believe  that  the  Ameri- 
can mind  will  readily  accept  Mr.  Macvane's  views  of  the 
causes  which  in  general  govern  success  in  business. 

In  older  countries,  where  prescription  is  more  powerful, 
where  industry  is  largely  pursued  within  traditional  lines, 
where  capital  is  more  conservative,  status  and  structure 
do,  in  no  inconsiderable  degree,  constrain  the  movements 
of  trade  and  production.  All  this  was  sufficiently  covered 
by  my  qualification  as  to  ^^fuU  and  free  competition." 
Yet  even  in  the  most  stable  and  conservative  industrial 
nation  of  the  Old  World  we  find  Professor  Marshall  say 
ing:  "Many  employers  of  labor  —  in  some  parts  of  Eng- 
land, more  than  half — have  risen  from  the  ranks  of  labor. 
Every  artisan  who  has  exceptional  natural  abilities  has  a 
chance  of  raising  himself  to  a  post  of  command.'' 

5th.  Mr.  Macvane  would  only  touch  my  theory  of  the 
Source  of  Business  Profits  by  alleging  that  accidents  and 
pure  chance,  or  else  fraud,  force,  and  chicanery,  are  the 
real  predominant  reasons  for  success  or  failure  in  business 
life.  Were  this  indeed  so,  that  theory  would  fall  to  the 
ground,  and  the  socialists  would  be  right  in  denouncing 
the  capitalist-employer  as  the  robber  of  the  workingman 
and  the  enemy  of  society. 

(9)  The  next  of  Mr.  Macvane's  objections  to  my  theory 
of  profits  is  that  which  arises  from  the  formal  attitude  of 
the  laborer  in  production,  as  hired  by  the  employer  and 

*  The  recent  history  of  the  Baltimore  &  Ohio  Railroad  exhibita  a  ttrikiiig 
example  in  point. 
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working  st  stipulated  wages.  Mr.  MaoTane  finds  this  fact 
to  be  dead  against  my  theory, —  ^  so  dead  against  it  that 
one  finds  some  call  for  self-restraint  in  soberly  arguing  the 
matter.*'  If  it  be  tme  that  the  laborer  works  for  wages 
stipulated  in  advance,  how  can  he  haye  any  such  interest 
in  the  product  as  is  implied  in  my  use  of  the  word  resid- 
uaiy  ?  Mr.  Macvane  declares  that  the  laborer  is,  indeed, 
^  precisely  the  claimant  against  whose  right  to  the  posi- 
tion there  is  a  strong  prima-fiacie  case.**  (p.  14.)  Again, 
he  says  (p.  21)  that  it  is  of  the  yery  essence  of  wage-pay- 
ing that  wages  should  not  be  contemporaneous  with  rent 
and  profits.  ^The  wages  that  correspond,  as  an  eco- 
nomic share,  to  the  rent  *  and  profits  of  any  giyen  time, 
haye  been  paid  and  consumed  before  the  profits  appeared. 
They  are,  in  reference  to  the  rent  and  profits,  wages  of 
the  past.** 

Now  there  is  a  prima-&cie  case  against  the  laborer  occu- 
pying the  economic  place  I  have  assigned  him ;  but  it  is 
sometimes  the  duty  of  students  of  science  to  investigate 
prima4acie  cases :  to  go  below  the  sur&ce,  and  ascertain 
if  something  more  or  other  exists  than  has  appeared. 
This  was  precisely  what  was  attempted  in  the  April  article. 
Fully  recognizing  that,  in  any  given  instance,  the  laborer 
is,  by  force  of  contract,  debarred  from  claiming  more  than 
a  certain  amount, —  the  amount,  namely,  which  was  stipu- 
lated as  his  wages, —  I  ventured  to  inquire,  What  is  it  that 
fixes  the  terms  of  such  contracts  f  why  is  it  the  employer 
promises  to  pay  and  the  laborer  agrees  to  receive  such  an 
amount,  no  more  and  no  less?  There  must  be  some  rea- 
son for  this.  Otherwise,  the  employer  might  have  prom- 
ised to  give  twice  as  much  in  wages  or  the  laborer  might 
have  consented  to  accept  only  one-half  as  much.    The 

*  Yet  rent  is  i^nerallyf  by  force  of  oontraot,  determined,  not  only  before 
wages  are  paid,  bnt  even  before  the  laborers  are  hired,  and  is  thus  not  only 
not  oontempoianeons  with  profits,  bnt  even  anteoedent  to  wages.  Mr.  Maovane 
oan  nnderstand  how  rent  can  be  advanoed  ont  of  capital,  bnt  paid  ont  of  the 
prodnot,  though  he  cannot  nnderstand  how  this  shonld  be  tme  of  wages. 
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force  of  contract  is  a  sufficient  reason  for  the  laborer  claim- 
ing no  more  in  the  given  instance,  but  the  force  of  con- 
tract has  no  power  over  the  demand  he  may  make  as  to 
to-morrow*s  or  next  week's  labor.  What  is  it,  then,  which 
is  to  govern  the  terms  of  the  next  contract  which  the 
laborer  and  the  employer  are  between  them  to  make  ? 

The  answer  to  this  question  I  find  in  the  anticipated 
value  of  the  product,  after  deduction  of  the  amounts  nec- 
essarily to  be  paid  on  account  of  rent  and  interest.  These 
latter  amounts  are  determined  by  competent  causes,  which 
have  already  been  sufficiently  indicated.  They  are,  as  we 
have  shown,  not  necessarily  increased  by  an  increase  in 
the  productiveness  of  industry,  nor  do  they  depend  on  the 
desires  of  those  who  are  to  receive  them.  Landlords  have 
nothing  to  do  with  determining  the  value  of  their  land  * 
for  rental  purposes.  The  owners  of  capital  have,  broadly 
speaking,  nothing  to  do  with  fixing  the  rate  of  interest 
beyond  supplying  the  condition  of  perfect  competition, 
which  has  been  assumed  throughout  the  argument. 

If  the  holders  of  land  and  owners  of  capital  can  exert 
no  influence  upon  rent  and  interest  beyond  supplying  the 
condition  of  perfect  competition,  have  the  employers  of 
labor  anything  more  to  say  as  to  the  amount  which  should 
be  deducted  as  profits  from  the  product?  I  answer.  No, 
perfect  competition  being  conceded.  The  anticipated 
value  of  the  product  being  what  it  is,  employers  will  com- 
pete among  themselves  for  the  profits  of  production  down 
to  the  point  where  profits  vanish.  No  matter  how  much  the 
anticipated  value  of  the  product  may  be  increased,  no  eco- 
nomic cause  can  be  invoked  which  will  require  them  to  pay 
more  in  rent,  unless  more  land  is  to  be  used,  or  to  pay  more 
in  interest,  unless  more  capital  is  to  be  used ;  but,  provided 
the  laborers,  on  their  part,  are  alert,  active,  and  aggressive 
in  the  pursuit  of  their  own  welfare,  the  employers  will  be 
obliged  to  increase  wages,  pari  p<u9u^  with  every  increase 

*We  are  here  epeelring  of  eoonomio  rent,  whieh  earolndei  improTeniMite 
made  through  iiiTeetiiieiiti  of  eapttaL 
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of  production.  If  the  current  rates  of  wages  are  such  as 
to  leave  any  excess  of  produce,  after  the  payment  of 
wages,  interest,  and  rent,  the  competition  of  employers 
among  themselves  for  a  share  of  such  excess  *  must  go  for- 
ward until  that  excess  disappears. 

(r)  I  said  until  "  profits  vanish."  By  this  is  of  course 
meant  profits  in  case  of  the  employers  of  the  lowest  indus- 
trial grade  who  remain  solvent.  Mr.  Macvane,  indeed, 
denies  my  right,  upon  my  own  grounds,  to  take  the  solvent 
employers  alone  into  account  with  reference  to  the  cost  of 
production. 

One  naturally  asks  [he  says]  why  the  "no-profits"  employer  should 
have  this  function,  seeing  that  there  are  always  in  every  business, 
as  Mr.  Walker  himself  tells  us,  some  employers  who  are  not  only 
making  no  profits,  but  are  making  losses.  The  products  of  these 
losing  employers  are  continually  in  the  market.  Why  should  they 
not  regulate  the  price  rather  than  the  products  of  employers  who  are 

*Mr.  Maovane  oomplains  that  I  have  gxren  **no  olew  for  tracing  thia 
inoreaM  [of  pxodnot]  beyond  the  hands  of  the  employing  class  and  into  the 
powession  of  the  laborers.**  (p.  26.)  Again,  '*  Mr.  Walker  giYM  no  explanation 
of  the  prooess  by  which,  in  his  view,  the  increase  of  product  is  carried  at  onoe 
to  the  wages  of  labor :  he  only  finds  no  economic  reason  why  it  should  go  any- 
where else.**  (p.  25.)  I  confess  the  latter  seems  to  me  a  very  good  reason 
why  it  should  go  there:  otherwise,  all  our  geometries  would  haye  to  be 
xe  written. 

Mr.  Macvane  continues :  **  All  competition  can  do  is  to  remove  or  prevent 
inequalities  in  wages.  It  can  bring  all  laborers  of  the  same  grade  to  the  same 
level  of  wages.  But  it  has  itself  nothing  to  do  with  setting  the  level.  Com- 
petition of  laborers  is  powerless  to  raise  all  wages,  and  our  present  question 
relates  to  a  general  rise.  If  the  competition  to  which  he  [Mr.  Walker]  refers  be 
that  of  employer  with  employer  to  get  control  of  laborers,  I  can  only  say  that 
here  again  all  competition  of  itself  can  accomplish  is  to  prevent  or  remove 
inequalities,  to  prevent  one  employer  from  getting  laborers  of  a  given  grade 
for  lower  wages  than  another  employer  pays.  Competition  simply  enforces  the 
level  on  everybody.**  (p.  25.)  It  is  needless  to  spend  time  in  pointing  out  the 
inadequacy  of  this  view  of  competition.  If  the  competition  of  employers 
among  themselves  for  the  profits  of  employment  has  nothing  to  do  with  fixing 
the  general  level  of  wages,  why  is  that  level,  at  any  time,  where  we  find  it  to 
be  ?  Why  is  it  not  lower  by  one-quarter,  one-third,  or  one-half  ?  Mr.  Mac- 
vane alleges  that  I  have  adduced  no  force  to  bring  about  the  result  which  I 
have  indicated  as  economically  reasonable.  I  answer,  Competition  is  the 
force  which,  when  fall  and  free,  brings  all  thingB  in  the  realm  of  industry  to 
their  respective  positions,  according  to  the  economic  reasons  prevailing,  in  the 
given  situation. 
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doing  indefinitely  better  ?  . .  .  What  should  we  think  of  Ricardo,  if, 
in  developing  his  theory  of  rent,  he  had  "  thrown  out  of  account  ** 
several  of  the  poorest  grades  of  land  in  constant  use,*  in  order  to 
find  the  basis  for  prices  and  rent  ?    (p.  4.) 

To  this,  I  reply  that  "losses"  represent  failure  of  com- 
petition. Were  competition  perfect,  with  all  which  that 
implies,  an  employer  who  carried  on  production  without 
getting  back,  through  the  sale  of  his  products,  the  wages 
paid,  the  cost  of  materials,  etc.,  plus  his  own  subsistence, 
would  be  instantly  thrown  out.  In  the  actual  world  of 
business,  especially  with  the  credit  system  highly  devel- 
oped and  under  the  accidents  of  the  inheritance  or  the 
previous  acquisition  of  wealth,  an  employer  may  go  on  for 
a  while  producing  at  a  loss,  either  sinking  his  capital  or 
subsisting  himself  at  the  expense  of  his  creditors.  It  was 
with  reference  to  this  condition  that  practical  advice  was 
offered  in  the  April  article  concerning  the  causes  —  e.g.y 
bad  money,  protection,  ineffective  laws  concerning  insol- 
vency—  which  tend  to  bring  incompetent  men  into  the 
conduct  of  business,  and  keep  them  there  against  the  nat- 
ural effort  of  trade  and  industry  to  throw  them  out. 

The  cases  of  men  who  actually  do  not  get  back  the  price 
of  materials,  the  wages  of  labor,  the  cost  of  their  own 
subsistence,  etc.,  are  exceptional.  There  cannot  be  an 
indefinite  number  of  such  employers,  and  these  cannot 
carry  on  business  through  an  indefinite  period ;  and,  since 
the  demands  of  the  market  require  goods  to  be  produced 
(the  proof  of  which  demand  is  that  goods  are  produced) 
by  men  who  can  and  do  get  back  the  cost  of  production, 
plus  their  own  necessary  subsistence,  in  the  price  of  their 
product,  those  whom  we  may  call  the  bankrupt  employers 

*  In  the  uune  ooonectioii,  Mr.  MaoTmne  says,  "  In  the  ease  of  land,  we  take 
the  poorest  in  tUady  use  as  the  regulator  of  prioe.**  Thie  qnalifioation  deetroya 
the  whole  force  of  the  objection.  The  losing  employers  come  into  and  go  out 
of  production,  like  lands  along  the  lower  limit  of  produotiTeneis,  which  are 
now  cultiTated  and  now  thrown  oat  of  onltiTation. 
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do  not  fix  the  price  of  goods.*  The  normal  price  of  any 
apedea  of  commodity  ia  determined  by  the  coat  of  prodno- 
tion  of  that  portion  of  the  neceaaaiy  anpply  which  ia  pro- 
duced at  the  greateat  diaadvantage.  Now,  if  the  necea- 
aitiea  of  production,  upon  the  acale  auited  to  meet  the 
demands  of  the  market,  require  the  aervicea  of  a  great 
number  of  employera,  and  if  these  employera  differ  among 
themaehrea  in  the  matter  of  induatrial  efficiency,  then  the 
**great68t  diaadvantage,**  qiioad  hoc^  exista  in  the  caae  of 
that  portion  of  the  necessary  supply  which  is  produced  by 
the  employers  of  the  lowest  grade  of  business  ability  who 
do  earn  a  acanty  living,  conduct  business,  and  remain 
solvent.  The  fitct  that  theae  men  do  remain  solvent,  after 
paying  wagea,  the  cost  of  materiala,  etc.,  and  alao  subsist* 
ing  themselves,  proves  that  they  aell  their  goods  at  pricee 
to  meet  theae  conditiona.  That  the  gooda  are  not  sold 
lower  under  competition  is  because  production  cannot  be 
carried  on  to  the  extent  required  by  the  demands  of  the 
market  without  meeting  these  conditions.  Production  by 
bankrupt  employers  does  not  fix  the  (normal)  price  of 
goods;  but  such  productioD  is  highly  prejudicial  to  the 
general  interests  of  the  community,  causing  industrial 
disturbances,  unnecessary  fluctuations  in  trade,  and  at 
times  breaking  down  the  market  and  creating  industrial 

panics  and  distress. 

Fbakcis  a.  Walkbr. 


*  Any  more  tliAB  wonld  a  Umited  number  of  employer*  who  should  ohooee 
to  sire  away  their  goode,  witfaont  the  attempt  to  get  hack  any  part  of  the  ooet 
OS  produotion. 


GROUND  RENTS  IN  PHILADELPHIA. 

It  has  been  claimed  for  Philadelphia  that  it  is  pecul- 
iarly the  "  city  of  homes.''  *  The  number  of  people  liv- 
ing in  separate  houses  owned  or  rented  by  them  is  greater 
in  Philadelphia  than  in  any  other  American  city.f 

The  tenement  house  in  Philadelphia  is  practically  un- 
known. The  mechanic,  the  laborer,  the  clerk,  as  a  rule, 
all  live  in  their  own  or  rented  houses.  The  demand  for 
small  houses  of  moderate  cost  has  always  been  a  fixed 


*  The  Report  qf  the  CommUeUmen  to  devUe  a  Plan  for  ike  OovemmetU  vf 
Citiee  qf  Peimsylvama,  Deo.  29, 1887,  on  p.  9,  states  that  "the  oity  of  Phfla- 
delphiA,  appropriately  oalled  '  the  oitj  of  homes,'  oontained  in  August,  1876, 
143,936  dwellinsr-hoiises.  It  is  estimated,  by  those  best  infonned  on  the  sab- 
jeot,  that  5,000  have  been  bnilt  sinoe  that  time,  so  that  in  ronnd  nnmbeis 
Philadelphia  now  contains  160,000.  The  number  of  Totes  cast  at  the  last 
municipal  election  was  127,520^  and  it  is  not  claimed  that  the  city  contains 
more  than  136,000  Toters.  It  will  thus  be  seen  that  the  irreat  bulk  of  Totars 
are  either  owners  of  houses  or  tenants  paying  rent.  Hundreds  of  blocks  of 
comfortable  houses,  renting  from  twelre  dollars  and  one  half  to  twenty  doUais 
per  month,  are  scattered  through  the  city.  These  are  mainly  occupied  by  the 
more  intelligent  class  of  mechanics  and  operatiTCS  in  manufacturing  and  other 
establiihments.  ^  * 

t  The  census  for  1880  shows  the  foUowing :  — 

Population.  No.  of  Dwelling-houses. 

New  York 1>I6,399 7S,e84 

Philadelphia, 847,170 146,412 

Boston, 868,839 48,M4 

Chicago 608,663 61,000 

Baltimore, 832,818 60,883 

These  figures  speak  for  themselTes.  Baltimore,  with  a  smaller  population  than 
Boston,  has  a  greater  number  of  dwelling-houses.  In  that  city,  ground  rents 
are  a  favored  method  of  improving  land.  The  general  method  of  dividing  the 
number  of  inhabitants  by  the  number  of  dwelling-houses  does  not  fuUy  repre- 
sent the  entire  phase  of  the  question.  For  instance,  aooosding  to  the  statistics 
of  the  State  Board  of  Health,  there  were  in  New  York  in  1872  between  14,000 
and  16,000  tenement  houses,  with  an  aversge  number  of  48  indiriduals  to  a 
house,  showing  that  48  per  cent,  of  the  population  of  New  York  inhabit 
ment  houses. 
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factor  in  the  development  of  Philadelphia,  and  this  de- 
mand has  been  constantly  met.  That  the  result  thus 
obtained  is  a  valuable  one  for  the  individual  and  the 
community  is  conceded.  It  is  far  better  for  the  com- 
munity when  the  family,  which  is  the  unit  of  the  State, 
owns  its  hearth-stone,  or  at  least  can  be  the  jtMwi-owner 
of  an  undivided  house,  at  a  moderate  rent.  This  conclu- 
sion is  more  especially  true  as  applied  to  the  poorer 
classes.  Flats  or  apartments  renting  from  one  to  six 
thousand  a  year,  since  they  confer  all  the  luxuries  and 
comforts  and  almost  the  privacy  of  separate  houses,  need 
not  be  considered  here;  but  the  lower  down  one  goes 
in  the  scale  of  rents,  the  nearer  do  these  flats  shade  off 
into  tenement  houses,  with  their  objectionable  features. 
In  Philadelphia,  however,  neither  the  tenement  house  for 
the  poor  nor  the  flat  for  the  rich  has  taken  root.  Each  is 
equally  rare  in  the  Quaker  city. 

The  cause  of  this  is  di£5cult  to  demonstrate  with  abso- 
lute accuracy.  A  fixed  municipal  trait  is  generally  due 
to  a  combination  of  causes,  and  this  is  doubtless  the  case 
with  the  one  under  consideration.  When  Penn  landed 
on  the  shores  of  the  Delaware,  in  1681,  one  of  his  most 
cherished  ideas  was  the  foundation  of  a  great  town ;  and 
his  beloved  city  was  laid  out  on  what  must  have  seemed, 
in  those  days  of  the  wilderness,  a  scale  of  magnificent 
distances.  It  stretched  about  two  miles,  from  the  Dela- 
ware to  the  Schuylkill,  with  a  mile  front  on  each.  His 
comprehensive  scheme  included  a  grant  of  a  city  lot  to 
each  of  the  first  adventurers ;  but,  as  this  was  soon  seen 
to  be  impossible,  an  apportionment  was  made  of  lots  in 
the  adjacent  lands,  which  became  known  as  the  liberties. 
The  city  grew  to  be  the  American  metropolis.  In  Ger- 
mantown  and  the  adjoining  liberties  and  districts,  settle- 
ments grew  into  towns  modelled  after  the  mother  city, 
until  at  the  time  of  the  consolidation,  in  1854,  there  were 
twenty-nine   separate  districts,  boroughs,  and  townships, 
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each  of  considerable  size  and  all  closely  connected  with 
the  city  proper.  The  first  settlers  and  their  descendants 
were  mainly  thrifty  and  well-to-do,  and  Philadelphia  soon 
became  first  the  main  commercial  and  then  the  principal 
manufacturing  city  of  the  land.  Manufactories  were 
scattered  through  the  incorporated  districts  and  boroughs 
and  city,  forming  nuclei  for  large  bodies  of  mechanics, 
laborers,  shop-keepers,  and  their  concomitant  trades  and 
professions.  This  development  around  so  many  centres, 
allowing  as  it  did  ample  room  for  the  expansion  of  the 
respective  settlements  within  easy  reach  of  business  cen- 
tres, undoubtedly  accounts  for  the  possibility  of  the  sepa- 
rate house  system.  The  necessity  for  crowding,  which 
the  same  population  would  have  involved  if  clustered 
round  one  centre,  was  absent.  Had  the  business  centre 
been  entirely  in  Philadelphia,  the  primitive  and  tedious 
method  of  transit  in  vogue  in  all  great  cities  up  to  the 
middle  of  this  century,  and  later,  would  have  made  crowd- 
ing necessary.  But  it  followed  naturally  from  the  diffu- 
sion of  trade  centres  that  the  different  areas  of  land 
brought  within  reach  of  building  improvements  were 
sufficient  to  keep  the  selling  value  of  land  down  to  a 
figure  which  admitted  of  the  erection  of  multitudes  of 
two  and  three  story  houses,  with  back  buildings,  side  and 
back  yards,  and  all  the  improvements  of  their  respective 
periods.  The  situation  of  the  city  was  well  adapted  to 
broad  and  easy  expansion,  extending  as  it  does  up  the 
Delaware  River  fifteen  miles,  and  stretching  westward  to 
an  irregular  line  distant  from  four  to  fourteen  miles  from 
that  river,  and  covering  an  area  of  one  hundred  and 
twenty-nine  square  miles.* 

*  The  city  has  saff ered  somewhftt  from  want  of  n4>id  transit ;  for  the  effi- 
ciency and  influence  of  the  street-car  companies  and  the  steam  railroads,  and 
the  oonsenradsm  of  the  people,  have  postponed  elevated  railroads,  but  these 
same  corporations  have  afforded  easy  access  to  the  snbnrbs  in  every  direction. 
To  the  central  Broad  Street  station,  seven  distinct  lines  of  railroad,  whioh 
traverse  the  suburbs  in  as  many  different  ways,  bring  thoasands  of  citizens  in 
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Bnt  there  has  been  another  factor  in  the  development 
of  this  system,  which,  while  it  is  generally  reoognized  by 
every  one  familiar  with  real  estate  in  Philadelphia,  has 
never  been  formnlated;  and  that  is  the  inflnence  of 
gronnd  rents  on  the  growth  of  small  freehold  estates  in 
the  city  of  Philadelphia.  Admitting  that  there  may 
have  been  other  potent  influences,  as  above  indicated, 
it  may  be  safely  claimed  that  the  taking  np  of  mnoh  of 
the  unimproved  land  upon  ground  rent,  and  the  care  and 
skill  with  which  that  estate  has  been  moulded  to  fit  the 
needs  of  the  community,  have  generally  facilitated  not 
only  the  division  of  land  among  many  owners,  but  the 
improvement  thereof  by  the  erection  of  a  multitude  of 
small  and  comfortable  houses.  The  estate  known  as  a 
ground  rent  has  been  developed  with  considerable  pre- 
cision by  the  legislature  and  by  the  interpretation  of  the 
common  law  by  the  courts  in  a  long  series  of  adjudicated 
cases.  With  tiie  legal  aspect  of  the  matter  we  have  little 
to  do,  except  in  so  far  as  it  is  necessary  clearly  to  define 
the  term  for  the  benefit  of  the  lay  reader. 

Ground  rents  are  of  common-law  origin,  and  in  some 
shape  were  common  in  most  of  the  original  colonies ;  but, 
although  ground  rents  are  frequently  found  in  Mary- 
land and  sometimes  in  Delaware  and  occasionally  in 
New  Jersey,  and  the  old  Rensselaer  Wyck  leases  of  New 
York  partook  of  their  nature,  it  is  in  Pennsylvania,  and 


and  out  from  labiirlNUi  homes  in  the  citj  limits.  Plve  or  six  other 
hnag  their  thooMuidi  to  and  fro  daily  to  other  depots  in  different  parts  of 
the  eitj.  After  the  consolidation  in  1854,  the  oitj  began  to  be  tronbled  with 
**erowding  np."  This  tendency  did  not  manifest  itself  in  the  erection  of 
tenement  houses,  bnt  in  what  was  known  as  three-room  houses.  This  olass 
of  houses  was  bnilt  on  back  courts  and  blind  alleys.  The  houses  were  only 
one  room  deep,  and  either  had  no  back  or  side  yards  or  the  smallest  pos- 
sible one  of  ten  or  twelve  feet,  barely  big  enough  to  contain  an  out-house, 
mie  drainage,  such  as  there  was,  was  surface  drainage.  But  the  streetHsan, 
introduced  about  1858,  relieved  this  pressure  just  about  the  time  the  pinch 
began  to  be  felt ;  and  on  April  21, 1855,  the  legislature  passed  an  act  aimed  at 
the  three-room  house,  prohibiting  the  erection  of  any  house  without  at  least 
144  square  feet  of  back  or  side  yard,  and  lequiring  that  no  street  or  alley  shaU 
be  less  than  20  feet  wide. 
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especially  in  Philadelphia,  that  this  estate  has  attained  its 
full  development  and  most  potent  influence.  In  England* 
long  leases  in  the  nature  of  rent  charges  were  called 
ground  rents.  A  rent  charge  in  England  is  a  rent 
reserved  in  a  conveyance  in  fee,  with  a  clause  of  distress 
or  a  fee-farm  turned  into  a  rent  charge  by  force  of  the 
statute  Quia  JEmptorea^  which  forbade  subinfeudation  and 
abolished  intermediate  tenure,  the  reservation  saving  the 
rent  from  the  indispensable  incident  of  fealty.  This 
method  of  creating  a  rent  charge  was  never  favored  in 
Pennsylvania,  as  it  was  in  the  nature  of  a  charge  on  land 
and  not  a  separate  estate.  The  statute  of  Quia  JEmptareSf 
by  virtue  of  the  royal  charter  to  Penn,  was  never  in  force 
in  the  Province  of  Pennsylvania.  It  was  possible,  there- 
fore, for  intermediate  tenure  to  exist  and  for  a  rent  to  be 
reserved  out  of  a  grant  of  laud  in  fee,  which  would  be  in 
the  nature  of  a  rent  service.  A  rent  service  is  a  rent 
reserved  by  the  grantor  of  land  to  himself  and  his  heirs. 
In  the  earlier  cases  there  seemed  to  be  some  confusion  as 
to  the  exact  legal  status  of  ground  rents  in  Pennsylvania, 
and  they  were  commonly  spoken  of  as  rent  charges; 
but,  in  the  great  leading  case  of  InffersoU  v.  Sergeant^ 
1  Wharton,  859,  decided  in  1836,  the  matter  was  finally 
disposed  of  by  Chief  Justice  Gibson,  the  most  acute  and 
profound  jurist  that  ever  sat  on  the  Supreme  Bench  of 
Pennsylvania.  The  whole  subject  of  tenure  as  it  was 
brought  over  to  us  by  Penn  and  modified  by  the  Revo- 
lution and  the  Divesting  Act  of  November  27,  1779,  was 
exhaustively  considered,  and  a  ground  rent  defined  as  a 
rent  service,  an  estate  of  inheritance  reserved  to  himself 
and  his  heirs  by  the  grantor  of  lands  in  fee.  Now,  a  rent 
service  can  only  exist  by  virtue  of  the  feudal  system  and 
its  incidents.  Pennsylvania  was  held  by  Penn  under 
tenure  of  free  and  common  socage  as  of  the  castle  of 
Windsor,  with  fealty  and  the  return  of  two  beaver-flkins 
annually.  The  Revolution  transferred  the  return  and 
fealty  of  the  Proprietaries  from  the  King  to  the  Common- 
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wealth;  and  the  Divesting  Act,  acquiesced  in  by  the 
Penns,  divested  the  proprietor  of  all  rights  and  privileges 
as  such,  including  his  quit  rents.*  In  1868,  Chief  Justice 
Woodward,  in  the  case  of  Wallace  v.  Harmstad^  8  Wright, 
492,  in  striving  to  reach  the  individual  equities  of  a  par- 
ticular case,  while  admitting  the  binding  force  of  the  rule 
of  law  that  ground  rents  are  rent  service,  permitted  him- 
self to  be  betrayed  into  the  dictum  that  title  to  lands 
in  Pennsylvania  was  allodial,  and  no  remnant  of  feudal 
tenure  existed ;  or,  as  he  puts  it,  ^^  All  our  lands  are  held 
mediately  or  immediately  of  the  State,  but  by  titles  purged 
of  all  rubbish  of  the  dark  ages,  excepting  only  feudal 
names  of  things  not  any  longer  feudal."  This  dictum  has 
been  severely  criticised  by  Chief  Justice  Sharswood ;  and 
in  a  late  case,  Whitney* s  Eetate^  20  W.  N.  C.  40,  one  of  the 
most  learned  of  Philadelphia  judges,  Penrose,  J.,  of  the 
Orphan's  Court,  speaking  of  this  decision,  says:  ^^Of 
course,  even  the  dictum  of  a  judge  of  the  Supreme  Court 
is  to  be  treated  with  the  most  profound  respect ;  bat  we 
cannot  close  our  eyes  to  the  fact  that  the  learned  judge 

*  The  quit  rents  reserved  by  Penn  must  not  be  conf  onnded  with  the  ordi- 
nary ground-rent  estate  as  known  to  the  law  under  that  title  and  as  considered 
in  this  paper.  They  were,  however,  of  the  same  character  of  estate  and  a  pure 
rent  service.  They  were  exceedingly  unpopular  with  the  settlers,  and  became 
the  subject  of  frequent  controversy  between  the  Penns  and  their  Governors  and 
the  Provincial  Legislature.  Petitions  were  made  for  the  privilege  of  paying 
them  off ;  and  it  was  also  contended  that  their  proceeds  should  be  applied  to 
the  support  of  the  Provincial  Gk)vemment,  although  this  position  was  never 
conceded  by  the  Proprietary.  It  is  questionable  whether  the  Divesting  Act, 
as  far  as  it  took  away  the  proprietary  private  right  to  these  rents. already 
reserved,  would  have  been  held  a  lawful  exercise  of  the  power  of  the  legis- 
lature. The  liberal  compensation  of  £130,000  made  to  the  Penns  by  the  Penn- 
sylvania Assembly  by  way  of  recognition  of  the  service  of  the  venerated 
founder  of  the  Commonwealth  and  for  the  welfare  of  his  family,  and  the 
acceptance  by  the  Penns  of  this  sum  and  their  consequent  acquiescence  in  the 
act,  has  happily  disposed  of  any  such  question.  The  history  of  quit  rents  is 
exceedingly  interesting  as  regards  land  tenure  in  Pennsylvania,  but  has  no 
further  bearing  on  our  subject  than  as  above  indicated. 

On  this  point,  see  Penn  v.  Penn.,  2  Teates,  550 ;  Address  on  the  Nature  and 
Study  qf  the  Law,  by  William  Rawle,  p.  22  ;  Original  Land  Tides  in  Philadel- 
phia, by  Lawrence  Lewis,  p.  51 ;  10  Hazard's  Hist,  Beg.  of  Penn.,  pp.  144  and 
113 ;  1  Smith's  Laws,  479. 
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[Woodward]  was  rather  inclined  to  make  assertions  which 
his  brethren,  in  subsequent  cases,  where  the  point  was 
directly  involved,  have  not  hesitated  to  declare  extra- 
judicial and  unsound.  Of  this  there  are  many  instances : 
among  them,  Wallace  v.  HarrMtad^  a  case  where  homage 
is  confounded  with  fealty.  See  Sharswood's  Lectures  on 
Feudal  Law^  p.  228."  It  may,  therefore,  be  safely  con- 
cluded that  rent  service  in  Pennsylvania  stands  on  the 
tenure  of  free  and  common  socage,  with  service  of  fealty 
mediately  or  immediately  to  the  Commonwealth.  The 
theories  of  rent  service  and  allodial  titles  are  inconsistent. 
Incident  to  its  nature  as  a  rent  service  are  right  of  distress 
and  capacity  of  apportionment  on  the  division  of  the  land. 
A  ground  rent  is  reserved  by  indenture.  The  deed  is 
the  act  of  both  parties,  and  the  value  or  principal  of  the 
estate  is  usually  considered  one  of  which  the  rent  would 
be  the  annual  return  of  six  per  cent,  or  about  sixteen 
years'  purchase.  The  deed  usually  has  a  clause  of  re- 
entry and  distress,  a  waiver  of  exemption,  covenant  for 
payment,  and  certain  provisions  as  to  redemption.  Being 
a  rent  service,  the  clause  providing  for  re-entry  and  dis- 
tress on  default  is  not  necessary.  Being  also  a  separate 
estate  from  the  fee,  it  is  separately  assessed  and  taxed  as 
real  estate,  .although  now  in  all  modern  deeds  the  terre- 
tenant^  or  grantee  of  the  deed,  covenants  to  pay  all  taxes. 
The  annual  rent  payments  spring  into  existence  and  be- 
come debts  when  they  are  deroandable,  and  carry  interest 
from  that  time,  and  are  liens  on  the  land  from  the  date 
of  the  deed ;  but  all  arrears  are  discharged  by  a  judicial 
sale,  which,  however,  does  not  affect  the  principal  or 
estate.  The  principal,  not  being  a  debt,  was  not  affected 
by  the  legal  tender  acts,  although  they  gave  rise  to  much 
litigation  as  regards  ground  rents,  which  was  finally  set- 
tled by  the  Supreme  Court  of  the  United  States  in  Butler 
V.  Horwitz^  7  Wallace,  258.  It  is  therefore  now  accepted 
law  that  the  rental  of  a  ground-rent  estate  is  not  a  debt 
within  the  meaning  of  any  legal  tender  acts ;  rent  reserved 
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in  coin  dollars  of  a  certain  weight  and  fineness  cannot  be 
paid  by  dollars  of  a  less  weight  and  fineness,  and  a  rent 
reserved  in  coin  dollars  cannot  be  paid  in  note  dollars; 
rent  payable  in  silver  dollars  can  be  paid  in  gold  dollars ; 
and  where  rent  is  reserved  in  so  many  dollars  lawful  slLyer 
money  of  the  United  States,  though  it  cannot  be  paid  in 
currency,  yet  it  may  be  paid  in  any  silver  or  gold  coin 
which  Congress  has  declared  to  be  lawful  money  and  a 
legal  tender  at  the  time  when  the  payment  is  made.  A 
ground-rent,  being  real  estate,  is  sold  and  conveyed  as 
such,  and  is  liable  to  all  its  incidents,  is  subject  to  judg- 
ment, and  may  be  mortgaged.  It  is  the  most  perfect 
form  of  an  incorporal  hereditament.  It  must  be  reserved 
by  deed  with  apt  words,  and  may  be  for  a  term  of  years, 
for  life,  or  in  fee ;  but,  in  Pennsylvania,  it  is  invariably 
in  the  latter  form. 

The  remedies  of  the  owner  for  default  in  payment  of 
the  annual  rental  are  several  and  cumulative.  He  may 
re-enter  after  demand  made  with  certain  formalities,  if  he 
can  do  so  without  breach  of  the  peace,  and  hold  the  prop- 
erty until  the  returns  of  the  same  pay  his  rent ;  or  he  may 
bring  his  action  of  ejectment  to  enforce  his  right  of  re- 
entry. But  this  proceeding  is  not  of  common  use,  and  is 
cumbersome  and  inconvenient.  Distress  may  be  made  on 
the  premises,  and  any  chattels  found  there  sold  for  the 
rent.  And  finally  there  is  the  action  of  covenant  on  the 
original  deed,  which  results  in  a  personal  judgment  against 
the  original  covenantor,  and  as  regulated  by  statute  is  an 
efi&cacious  proceeding  in  rem^  which  binds  the  land  in 
whatever  hands  it  may  be.  The  judgment  to  be  obtained 
is  for  rent  in  arrears,  and  the  principal  does  not  become 
due  by  default.  So  a  sale  gives  a  title  still  subject  to  the 
ground-rent  estate,  and  the  seller  need  only  protect  the 
property  up  to  a  figure  sufficient  to  cover  the  cost  of  sale 
and  rent  in  arrears. 

It  has  been  thought  best  thus  to  set  out  with  some  par- 
ticularity the  legal  incidents  of  the  estate  for  the  better 
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comprehension  of  its  value  as  a  factor  in  the  method  of 
owning  real  estate  in  Philadelphia,  since  by  a  complete 
view  of  the  rights  and  liabilities  of  both  parties  the  reader 
may  come  to  a  full  understanding  of  its  power  as  a  factor 
in  the  development  of  the  freehold  tenures  in  Philadel- 
phia. It  will  be  well,  also,  to  summarize  its  incidents  and 
possibilities. 

A  holds  a  piece  of  land  in  the  outskirts  of  the  city, 
which  is  ripe  for  improvement.  He  has  perhaps  neither 
the  capital  nor  the  desire  to  cumber  himself  with  the  out- 
lay of  building  on  it  either  single  houses  or  blocks.  The 
land  is  divided  into  lots,  valued,  say,  at  $500,  and  sold 
to  X  in  fee,  reserving  a  ground  rent  of  $80  a  year.  X 
covenants  to  pay  the  rent  and  to  put  certain  improve- 
ments thereon.  The  vendee,  therefore,  becomes  the  owner 
of  the  fee  on  easy  terms,  and  is  not  liable  to  have  the 
principal,  or  price  of  the  land,  called  for  until  he  may  be 
ready  to  pay  it.  This  fact  in  itself  was  a  potent  induce- 
ment for  mechanics  and  others  of  moderate  means  in  the 
earlier  days  to  take  up  land  and  improve  it,  and  the  rec- 
ords of  the  Recorder  of  Deeds  0£5ce  show  innumerable 
instances  of  the  favor  in  which  this  estate  has  been  held 
by  investors,  builders,  and  purchasers.  For  the  first  one 
hundred  and  fifty  years,  building  in  Philadelphia  was 
almost  entirely  by  single  houses,  and  the  ground  was  very 
frequently  taken  subject  to  ground  rents.  These  were 
usually  redeemable  in  fourteen  years,  after  which  time 
they  became  irredeemable.  The  act  of  April  22,  1850,* 
however,  in  great  measure  inhibited  the  future  creation 
of  irredeemable  rents,  and  one  passed  April  15,  1869, 
provided  for  the  compulsory  redemption  of  those  previ- 
ously  created;    but    this    act  was   declared  unconstitu- 

*  *'  This  act  only  applies  in  cases  where  there  is  a  ooTenant  to  pay  a  oettain 
sum  of  money  within  a  fixed  period  in  eztingnishment  of  the  proiind  rent  re- 
served in  the  deed  ;  but  where  there  is  only  an  option  to  the  g^rantee  to  extin- 
guish the  rent  by  pajrment  of  a  capitalised  sum  within  a  fixed  period,  that 
option  most  be  exercised  within  the  time  fixed,  otherwise  the  groond-rent  estate 
still  becomes  irredeemable.    See  Palairtt  ▼.  Snyder^  15  W.  N.  C,  180.*' 
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tional,  as  impairing  the  obligation  of  contracts.  The 
court,  through  Sharswood,  J.,  delivered  a  remarkably  able 
and  elaborate  opinion, —  Palairei*$  Appeal^  17  P.  F.  S. 
479, —  discussing  the  nature  of  ground  rents  and  the  at- 
tempt of  the  legislature  to  enforce  compulsory  sales. 

It  is  to  be  regretted  for  the  purpose  of  this  paper  that 
anything  like  accurate  statistics  of  the  number  of  ground 
rents  created  from  year  to  year,  or  even  the  total  number 
that  have  existed,  cannot  be  obtained.  Nothing  short  of 
an  examination  of  the  thousands  of  volumes  of  the  Re- 
corder's Office  would  furnish  this.  Many  rents,  irredeem- 
able and  otherwise,  have  been  paid ;  and,  as  most  existing 
estates  are  not  taxed  separately  from  the  fee,  the  tax-office 
records  are  of  no  avail.  But  there  is  no  doubt  that,  down 
to  recent  years  in  most  instances,  where  land  was  taken 
for  purposes  of  improvement,  without  an  outright  sale, 
the  purchase  was  made  subject  to  a  ground  rent. 

In  1881,  the  first  American  Building  Association  was 
organized  at  Frankford,  Philadelphia,  upon  which  all 
others  in  this  country  have  been  modelled,  it  being  in  turn 
a  reproduction  of  the  Friendly  Societies  of  Great  Britain. 
It  would  here  be  impossible  to  go  into  the  internal  work- 
ings of  these  associations,*  for  and  against  which  much 
has  been  said.  Judge  Strong,  in  Building  Association  v. 
Sutton^  11  Casey,  468,  said :  "  The  practical  working  of 
these  associations  has  not  been  what  has  been  anticipated. 
Though  called  building  societies,  they  are  in  truth  only 
agencies  by  which  a  greater  than  legal  interest  is  obtained 
from  the  unwary."  The  decisions  of  the  Maryland  courts 
have  been  hostile,  and  in  Massachusetts  the  scheme  did 
not  meet  with  success.  They  have,  however,  doubtless 
contributed  largely  to  the  building  up  in  Philadelphia  of 
the  large   class  of  small  freehold  tenements;  and  they 

*See  Endlich  on  Building  Associations;  article  by  H.  W.  Page,  Esq.,  in 
Volume  II.  of  American  and  English  Encydopa&dia  of  Law;  papers  read  by 
Edmund  Wrigley  and  Joseph  T.  Doran  before  the  Social  Science  Association 
of  Philadelphia ;  Wringley  on  Building  Associations, 


GROUND  RENTS  IN  PHILADELPHIA  307 

readily  accepted  the  scheme  of  tenure  by  ground  rents  as 
an  adjunct  to  their  operations.  They  have  doubtless  stim- 
ulated the  desire,  more  or  less  inherent  in  many  workmen, 
to  own  their  homes.  A  workman  who  has  no  capital,  and 
is  dependent  upon  his  wages,  may  perhaps  be  able  to  set 
aside  a  surplus  of  five  or  ten  dollars  a  month.  With  this, 
he  buys,  say,  five  shares  of  stock  in  a  building  association, 
which  entitles  him  to  a  loan  of  $1,000.  A  lot  is  purchased 
on  ground  rent,  say  $500 ;  and  a  loan  is  purchased  from 
the  association  for  $800,  at  from  five  to  fifteen  per  cent, 
premium,  as  money  may  sell  at  the  time.  The  house  is 
erected.  The  association  is  secured  by  the  mortgage  of 
the  fee,  with  the  stock  as  collateral.  The  house-holder 
pays  his  rental,  $30  per  annum ;  $5  a  month  on  his  build- 
ing association  stock,  $60;  the  interest  on  his  loan,  say 
$96 ;  for  taxes,  $12 ;  his  water  rent,  $5, —  making  a  total 
of  $170  or  $180  for  ten  years,  at  the  end  of  which  time 
the  series  is  wound  up,  and  he  has  paid  $1,800  to  $2,000 
under  a  compulsory  saving  fund,  and  owns  his  own  house, 
subject  to  a  ground  rent  If  he  had  rented,  he  would 
have  paid  out  $1,400  to  $1,600  for  rent  alone,  and  would 
not  have  owned  his  house.  Of  course,  could  the  pur- 
chaser have  bought  outright,  he  would  have  been  better 
off ;  or  could  he  have  obtained  credit  to  borrow  at  six  per 
cent,  on  mortgage,  and  then  bought  the  stock  as  a  non- 
borrowing  member,  he  would  have  been  better  off.  But 
the  utility  of  the  building  association  is  for  the  industrious 
workman  without  credit,  who  could  not  get  such  a  loan, 
and  on  whom  the  obligation  to  the  association  acts  as  an 
incentive  to  save  money,  to  keep  up  his  dues. 

The  field  for  building  associations  was  found  in  the 
scarcity  of  money  and  the  necessity  for  paying  a  high  rate 
for  money  borrowed ;  and  the  willingness  of  building  asso- 
ciations to  loan  is  based  on  their  policy,  which  permitted 
them  to  loan  on  a  junior  security  —  subject  to  the  ground 
rent  —  up  to  the  actual  value  of  the  building,  by  reason  of 
their  holding  the  collateral  security  of  the  stock  of  the 
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borrower,  by  virtue  of  whiob  he  makes  monthly  payments 
on  acoonnt  of  his  debt,  and  thus  is  constantly  reducing 
the  same.  On  a  like  security,  the  would-be  purchaser 
could  not  go  to  any  of  the  banking  institutions  or  invest- 
ors and  obtain  a  like  loan  wherewith  to  erect  his  house* 
The  building  associations  always  preferred  a  ground  rent 
as  the  senior  charge  subject  to  which  they  should  loan« 
tot  the  obvious  reason  that  the  principal  thereof  could 
not  be  called  for,  so  that  the  association  could  not  be 
obliged  to  protect  itself  beyond  the  accruing  rent  of  a 
year,  in  the  event  of  a  de&tdt  by  the  owner  of  the  fee. 

Some  time  before  the  war  of  1861,  there  began  a  great 
activity  in  what  was  known  as  bonus  building,  which  may 
be  briefly  described  as  follows :  A,  holding  a  tract  of  land 
of  one  or  more  acres  ready  for  improvement,  having 
divided  it  into  city  lots,  would  sell  the  same  to  an  irre- 
sponsible party, —  a  man  of  straw,  X, — who  would  give 
a  bond  and  mortgage  for  each  property,  covering  the  sup- 
posed value  of  the  same  after  the  erection  of  the  contem- 
plated building.  Under  this  advance-money  mortgage,  A 
was  to  advance  to  B,  the  builder  and  real  purchaser,  to 
whom  an  assignment  of  the  property  subject  to  the  mort- 
gage had  been  made  by  X,  the  difference  between  the 
agreed  price  for  the  land  and  the  amount  of  the  mortgage 
to  be  made  as  advances  to  the  builder,  payable,  as  speci- 
fied, upon  completion  of  certain  steps  in  the  building, — 
ue.^  so  much  when  first  joists  were  laid,  so  much  when 
the  second  floor  was  done,  so  much  when  under  roof,  etc. 
These  mortgages,  being  a  first  lien,  protected  the  mort- 
gagee from  mechanics'  liens  to  the  extent  of  his  mortgage. 
For  the  above  purposes,  mortgages  were  preferred  to 
ground  rents,  as  they  were  more  easily  converted,  sold, 
or  placed ;  and,  in  the  ^^  flush "  period  after  the  war,  the 
speculator  would  easily  sell  his  houses  for  greater  or  less 
amounts  over  the  mortgages.  Sometimes,  the  mechanic 
or  material  men  were  paid;  but,  if  the  venture  failed, 
they  would  often  be  ^^cut  out''  by  the  properties  being 
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sold  under  the  mortgage,  when  they  frequently  would  not 
bring  the  fiGtce  value  thereof.  Individuals  would  suffer; 
but  a  net  result  was  that  the  city  had  so  many  new 
houses,  and  the  neighborhoods  generally  recovered  from 
the  effects  of  over-building  and  grew  up  to  them,  unless  a 
mistake  had  been  made  in  erecting  too  high  a  grade  of 
house  for  the  place  or  in  calculating  the  somewhat  arbi- 
trary trend  in  the  fashion  of  municipal  emigration. 

With  the  panic  of  1878  came  great  depression  in  real 
estate.  Thousands  of  houses,  some  carrying  first  and  sec- 
ond mortgages,  were  sold,  and  did  not  realize  the  face  of 
the  first  mortgage,  and  many  material  men  and  mechanics 
suffered ;  and  the  aid  of  the  legislature  was  invoked,  with 
the  result  of  the  act  of  June  8,  1881,  which  inhibited 
the  creation  of  purchase-money  mortgages  for  a  greater 
amount  than  the  actual  value  of  the  unimproved  land,  at 
least  subordinating  the  lien  of  any  thus  created  to  the 
liens  of  mechanics,  etc.*  This  stopped  the  use  of  mort- 
gages for  the  bonus  building,  and  revived  the  popularity 
of  ground  rents,  the  new  creation  of  which  had  waned 
for  ten  or  fifteen  years.  Now  they  have  come  again  into 
favor ;  and,  where  suburban  land  is  being  improved,  it  is 
safe  to  say  that  seventy  to  eighty  per  cent,  of  land  which 
is  improved  by  erection  of  the  smaller  grade  of  houses  is 
sold  to  contractors  or  builders,  subject  to  what  is  an  actual 
advance-money  ground  rent,  it  having  been  the  opinion, 
thus  far  unquestioned,  that  ground  rents,  being  an  actual 
estate,  were  not  covered  by  the  act  of  1881. 

At  the  present  time,  the  city  improvements  are  gen- 
erally made,  not  so  much  by  individuals,  who  purchase 
the  lots  on  ground  rent  and  then  erect  their  own  houses, 
as  by  large  operations  in  blocks  at  a  time.  The  tendency 
of  the  age  to  do  work  by  concentration  of  force  renders 
this  necessary,  and  needs  no  special  comment  here.  The 
mechanic  can  really  get  a  better  house  for  less  money  in 

•PampUH  Laws,  1881,  p.  06. 
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aim  way  than  if  he  first  buys  his  land  and  builds  himselL 
Operations  like  those  alluded  to,  where  a  block  or  more 
is  built  on  ground  rent,  have  aU  the  desirable  features  of 
the  single  purchase,  so  far  as  the  ultimate  owner  of  the 
fee  is  concerned.  He  has  his  house,  which  is  worth,  say, 
f2,000,  subject  to  a  ground  rent  of  990,  which  is  six  per 
cent,  on  $1,500 ;  and  he  can  pay  that  off  at  any  moment 
after  a  certain  spedfied  time,  or  he  need  never  pay  the 
principal. 

As  a  marketable  security,  these  ground  rents  are  not 
so  good  as  mortgages  for  a  corresponding  amount :  First, 
because  the  ground-rent  landlord  can  never  count  on  call- 
ing in  his  money,  and  the  market  might  not  be  such  as 
to  fiayor  the  sale  of  such  real  estate  at  par  at  any  given 
moment.  For  this  reason,  the  prevailing  rate  of  interest 
is  six  per  cent,  against  five  per  cent,  or  four  and  one-half 
per  cent,  on  an  equal  amount  secured  by  mortgage ;  and 
the  tenant  virtually  pays  that  much  additional  per  annum 
for  his  privilege  of  the  optional  redemption  of  his  debt. 
Second,  because  the  fee  of  the  land  is  liable  to  be  sold 
out  on  a  judgment  at  any  time,  of  which  event  the  land- 
lord may  know  nothing  until  he  comes  to  collect  his  rent, 
unless  he  watches  the  monthly  list  of  sheriff  sales.  His 
only  damage,  however,  would  be  that  any  arrears  of  in- 
terest due  would  be  discharged  by  the  sale,  and  lost,  if 
the  fund  derived  therefrom  was  not  enough  to  meet  this 
obligation  in  addition  to  costs  and  taxes. 

To  summarize  our  conclusions,  it  may  be  said  that  in 
the  first  one  hundred  and  fifty  years  or  so  of  the  life  of 
Philadelphia  ground  rents  were  increasingly  in  favor  as 
a  method  of  taking  up  land  by  mechanics  and  other  per- 
sons of  limited  means,  who  contracted  to  improve  the 
same  by  a  moderate  building.  Many  of  these  rents  be- 
came irredeemable  by  the  terms  of  the  deeds,  reference 
to  which  show  the  lots  to  have  been  often  small  and 
the  improvement  covenant  for  only  two-story  buildings. 
That  beyond  all  doubt  this  method,  furnishing  as  it  did 
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an  opportunity  for  the  industrious  workingman  to  obtain 
a  home  at  the  outset  of  his  career,  without  the  actual  in- 
vestment of  a  capital,  greatly  facilitated  the  building  up 
of  the  large  class  of  small  freeholders;  that  the  system 
continued  to  grow  in  favor  with  the  capitalists,  operators 
in  real  estate,  and  the  ultimate  purchaser, — is  conclusive 
evidence  of  the  equitable  basis  of  the  relation  created 
by  the  ground-rent  estate  and  of  its  adaptability  to  the 
wants  of  the  community. 

The  growing  demand  for  safe  investments,  owing  to  the 
vast  increase  of  idle  and  trust  capital,  makes  good  ground 
rents  most  desirable  investments  to  hold.  Being  real 
estate,  however,  they  are  not  trust  investments  in  which 
executors  and  trustees  can  invest  without  the  consent  of 
the  Orphan's  Court.  Many  of  the  earlier  and  now  irre- 
deemable ground  rents  have  been  reserved  on  lands  the 
value  of  which  the  march  of  improvements  has  increased 
enormously ;  and  they  have  therefore  become,  in  the  lan- 
guage of  conveyancers,  "gilt-edged"  securities,  which 
command  a  considerable  premium  at  auction  by  reason 
of  their  permanent  character.  In  some  parts  of  the  city, 
however,  these  gilt-edged  ground  rents  have  been  held  in 
blocks  by  conservative  families,  who  would  not  release 
them  on  any  reasonable  terms;  and  their  existence  has 
served  as  a  bar  to  the  improvement  of  certain  neighbor- 
hoods, until  the  tide  has  swept  by  and  left  those  streets 
stranded  with  rows  of  antiquated  houses,  and  the  locality 
tenanted  by  an  undesirable  class,  who  make  future  im- 
provements still  more  difficult. 

The  act  of  1850,  inhibiting  irredeemable  ground  rents, 
has  removed  the  only  feature,  which  as  a  clog  to  the  free 
circulation  of  land,  was  open  to  criticism  as  against  public 
policy  and  contrary  to  the  spirit  of  our  age  and  country. 
The  advent  of  building  associations  found  the  system  of 
ground  rents  ready  made  to  their  hands ;  but  these  socie- 
ties have,  in  the  judgment  of  many,  reached  their  greatest 
development,    and    their    influence    and    prestige,    it   is 
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thought,  will  be  apt  to  wane  in  the  future,  as  their  suo- 
cess  was  founded  on  usurious  or  excessive  rates  of  in- 
terest, and  they  may  not  be  able  to  compete  with  the 
wealthy  institutions  now  about  to  enter  the  field  as  com- 
petitors, and  claiming  to  afford  the  same  relief  to  scanty 
credit  with  less  exorbitant  rates  of  interest.  And,  finally, 
the  large  operators  who  come  with  these  later  times  have 
found  in  the  ground  rents  a  system  admirably  calculated 
to  protect  the  capitalists  and  furnish  the  consumer  his 
house  ready  built,  with  the  least  objectionable  kind  of 
encumbrance  which  it  is  possible  for  a  wage-winner  to 
have  on  his  house,  owing  to  the  non-demandable  charac- 
ter of  the  principal.  The  equitable  flexibility  of  the 
ground  rent,  as  developed  in  Philadelphia,  is  in  marked 
contrast  to  the  kindred  rent  service  once  in  force  in  the 
immense  landed  estates  of  New  York,  which  led  to  the 
anti-rent  riots  of  1846.* 

There  remain  to  be  noted  two  new  features,  which  may 
have  a  decided  bearing  on  the  future  method  of  continu- 
ing the  acquisition  of  homes  by  the  workingman.  First, 
the  Real  Estate  Title  Company  has  inaugurated  the  sys- 
tem of  loaning  money  on  houses  at  six  per  cent,  up  to, 
-say,  a  three-fourths  valuation  on  mortgages,  with  the  priv- 
ilege  of  paying  off  the  same  in  instalments.  This  plan  is 
admirably  adapted  to  such  purchasers  as  may  have  saved 
enough  capital  to  purchase  the  equity  demanded  by  the 
rules  of  the  company.  Second,  another  and  more  novel 
plan  is  that  offered  by  the  United  Security  Life  Insurance 
and  Trust  Company.  This  company,  incorporated  with 
a  capital  of  $1,000,000,  offers  to  loan  up  to  eighty  per 
cent,  or  more  of  the  value  of  the  property  on  a  five,  ten, 
and  twenty  year  t^rm.  The  scheme  tlien  provides  for  a 
mortgage  by  the  purchaser  to  the  company,  with  a  policy 
of  life  insurance  to  be  issued  by  the  mortgagee  company, 

•  The  Anti-rent  Agitation  qfthe  State  qfNew  York,  by  Edward  P.  Gieyney, 
A.M., —  pnblioatioii  of  the  Uniyenity  of  Pennsylvania,  No.  2.  Porter  A 
Coatet :  Philadelphia,  1887. 
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the  mortgagor  agreeing  to  make  monthly  payments,  cal- 
culated on  such  a  basis  that,  if  he  lives  out  the  term,  he 
will  pay  off  his  principal,  the  amount  of  this  payment 
including  a  premium  on  his  life  which  covers  the  cost  of 
insurance  for  that  short  term,  so  that,  in  the  event  of  his 
death  during  the  term,  the  property  is  handed  over  to  the 
beneficiary  clear  of  the  mortgage.  It  is  said  that  the 
insurance  and  the  payment  amount  to  but  a  few  dollars 
per  month  more  than  the  rent  would  be,  and  that  the 
purchaser  gets  his  insurance  as  cheaply  as  be  could  buy 
it  elsewhere.  The  same  admirable  element  of  the  com- 
pulsory saving  fund  which  gave  the  chief  value  to  the 
building  association  is  present,  while  the  element  of 
exorbitant  interest  is  absent.  In  addition  to  this,  the 
purchaser  has,  possibly,  greater  assurance  of  honest  and 
economical  management  of  the  affidr  in  the  greater  finan- 
cial ability  and  resources  of  a  strong  financial  concern  like 
this.  We  are  advised  by  the  officers  of  the  company  that 
the  demand  for  the  opportunities  offered  by  their  company 
has  more  than  equalled  the  means  of  the  company  to 
supply  it,  which,  as  far  as  their  short  experience  goes, 
would  indicate  that  a  public  want  has  been  recognized 
and  met. 

But,  when  all  has  been  said  and  every  element  has 
been  examined,  nothing  can  be  found  to  discredit  the 
proposition  that,  from  the  earliest  days  to  the  present, 
the  ground  rent,  as  developed  in  Philadelphia,  has,  by 
offering  a  safe  security  to  the  original  land-owner  and  an 
unoppressive  burden  to  the  purchaser,  greatly  encouraged 
the  taking  up  and  improvement  of  land,  either  directly 
or  through  middle-men ;  and  that  the  ultimate  result  has 
been  of  benefit  to  the  large  class  of  small  freeholders  or 
tenants  who  demand  a  separate  house  as  a  necessity  of 
life,  and  who  exist  in  Philadelphia  in  greater  numbers 
than  in  any  other  great  city  of  the  world. 

Edwabd  p.  Allinsok. 

Boies  Penrosb. 


THE  TARIFF,  1880-1860. 

In  the  yean  between  1882  and  1860  there  was  great 
TaciUation  in  the  tariff  polioy  of  the  United  States ;  there 
were  also  great  fluotuations  in  the  course  of  trade  and 
indnstiy.  A  high  tariff  succeeded  a  low  tariff  and  wma 
in  turn  succeeded  by  another  low  tariff.  Periods  of 
undue  inflation  and  of  great  demoralization,  of  prosperity 
and  of  depression,  followed  each  other.  The  changes  in 
the  rates  of  duty  and  the  fluctuations  in  industrial  history 
haye  often  been  thought  to  be  closely  connected.  Protec- 
tionists have  ascribed  prosperity  to  high  tariff9,  depression 
to  low  tariffs ;  free  traders  have  reyersed  the  inference. 
It  is  the  object  of  the  present  paper  to  trace,  so  feir  as  this 
can  be  done,  the  economic  effect  of  tariff  legislation  dur- 
ing the  thirty  years  of  yarying  fortune  that  preceded  the 
ciyil  war. 

First,  by  way  of  introduction,  a  sketch  must  be  giyen 
of  the  history  of  the  tariff.  We  begin  with  the  tariff  act 
of  1882,  a  distinctly  protectionist  measure,  passed  by  the 
Whigs,  or  National  Republicans,  which  put  the  protective 
system  in  a  shape  such  as  the  advocates  of  protection 
hoped  it  might  retain  permanently.  It  levied  high  duties 
on  cotton  and  woolen  goods,  iron  and  other  articles,  to 
which  protection  was  meant  to  be  applied.  On  articles 
not  produced  in  the  United  States,  either  low  duties  were 
imposed,  as  on  silks,  or  no  duties  at  all,  as  on  tea  and 
coffee.  The  average  rate  on  dutiable  articles  was  about 
84  per  cent. 

In  1883,  the  Compromise  Tariff  Act  was  passed,  and 
remained  in  force  until  1842.  That  act,  there  can  be 
little  doubt,  was  the  result  of  an  agreement  between  Clay 
and  Calhoun,   the  leaders  of  the  protectionists  and  free 
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traders,  while  it  secured  also  the  support  of  the  Jackson 
administration.  Clay  had  been  hitherto  the  most  uncom- 
promising  of  the  protectionists ;  Calhoun  had  represented 
the  extreme  Southern  demand  that  duties  should  be  re- 
duced to  a  horizontal  level  of  15  or  20  per  cent.*  The 
compromise  provided  for  the  retention  of  a  considerable 
degree  of  protection  for  nearly  nine  years,  and  thereafter 
for  a  rapid  reduction  to  a  uniform  20  per  cent.  rate.  The 
tariff  of  1832  was  the  starting-point.  All  duties  which 
in  that  tariff  exceeded  20  per  cent,  were  to  have  one-tenth 
of  the  excess  over  20  per  cent,  taken  off  on  January  1, 
1834;  one-tenth  more  on  January  1,  1836;  again,  one- 
tenth  in  1838;  and  another  in  1840.  That  is,  by  1840, 
four-tenths  of  the  excess  over  20  per  cent,  would  be  gone. 
Then,  on  January  1,  1842,  one-half  the  remaining  excess 
was  to  be  taken  off ;  and  on  July  1, 1842,  the  other  half 
of  the  remaining  excess  was  to  go.  After  July  1, 1842, 
therefore,  there  would  be  a  uniform  rate  of  20  per  cent, 
on  all  articles.  Obviously,  the  reduction  was  very  grad- 
ual from  1833  till  1842,  while  in  the  first  six  months  of 
1842  a  sharp  and  sudden  reduction  was  to  take  place. 

Considered  as  a  political  measure,  the  act  of  1833  may 
deserve  commendation.  As  an  economic  or  financial 
measure,  there  is  little  to  be  said  for  it.  It  was  badly 
drafted.  No  provision  was  made  in  it  as  to  specific 
duties;  yet  it  was  obviously  meant  to  apply  to  such 
duties,  and  the  Secretary  of  the  Treasury  had  to  take  it 
on  himself  to  frame  rules  as  to  the  manner  of  ascertaining 
the  ad  valorem  equivalents  of  specific  duties  and  making 
the  reductions  called  for  by  the  act.t    Again,  the  reduo- 

*  The  Nallifien  had  aaid  that  such  a  horixontal  rate  was  the  least  they  wera 
willing  to  accept.  See  the  AddreH  to  the  People  of  the  United  States  by  the 
Sonth  Carolina  Convention,  in  the  yolnme  of  8taU  Papen  on  NvM\fication, 
published  by  the  State  of  Massaohnsetts,  p.  69. 

t  The  instructions  issued  from  the  Treasury  Department  may  be  found  in 
Exec.  Doc,  lAa3-34,  toI.  i.,  No.  43.  It  has  been  thought  that  the  act  did  not 
apply  to  specific  duties ;  but  this  is  a  mistake. 


816  QUABTXBLT  JOURNAL  OF  ECONOMICS 

tions  of  duty  were  irregular.  Thus  on  one  important 
article,  rolled  bar  iron,  the  duty  of  1882  had  been  apeoifio, 
— 91.50  per  hundred-weight  This  was  equivalent,  at  the 
prices  of  1882,  to  about  95  per  cent.  The  progress  of  the 
reductions  is  shown  in  the  table.*  Up  to  1842,  they  were 
comparatively  moderate ;  but  in  the  six  months  from  Jan- 
uary 1  to  July  1,  1842,  the  duty  dropped  from  65  to  20 
per  cent.t  Producers  and  dealers  necessarily  found  it 
hard  to  deal  with  such  changes.  It  is  true  tiiat  a  long 
warning  was  given  them;  but,  on  the  other  hand,  Con- 
gress mi^ht  at  any  moment  interfere  and  modify  the  act. 
Finally,  and  not  least  among  the  objections,  there  was  the 
ultimate  horizontal  rate  of  20  per  cent., — a  crude  and 
indiscriminating  method  of  dealing  with  the  tariff  prob- 
lem, which  can  be  defended  on  no  ground  of  principle 
or  expediency.  The  20  per  cent,  rate,  according  to  the 
terms  of  the  act,  was  to  remain  in  force  indefinitely,  that 
being  the  concession  which  in  the  end  was  made  to  the 
extremists  of  the  South.} 

As  it  happened,  however,  the  20  per  cent,  duty  remained 
in  force  for  but  two  months,  from  July  1  till  September  1, 
1842.§    At  the  latter  date,  the  tariff  act  of  1842  went 

*  YeAT.  Daty,  per  cent. 

1834  87 

1836  80 

1838  72.5 

1840  66 

Jmn.  1, 1842  42.5 

July  1, 1842  20 

t  This  oalonlatioii  is  on  the  basis  of  the  prices  of  1833.  If  prices  ohans^ 
(and  they  did  change  greatly),  the  rates  under  the  Compromise  Act  would  Tnzy 
materially  from  those  given  in  the  text ;  since  the  ad  valorem  equivalent  of  the 
ipeoifio  duty,  and  its  excess  over  20  per  cent.,  were  ascertained  for  each  year 
according  to  the  prices  of  that  year. 

t  Clay,  who  drafted  the  act,  probably  had  no  expectation  that  the  20  per 
cent,  rate  ever  would  go  into  effect.  He  thought  Congress  would  *^«"^tiiI 
before  1842,  and  intended  to  meet  by  his  compromise  the  immediate  emer- 
gency only.  See  his  Works,  ii.  pp.  131,  132.  He  tried  to  show  Appleton 
and  Davis,  two  leading  representatives  of  the  protectionists,  that  "no  future 
Congress  would  be  bound  by  the  act.'*  See  Appleton*s  speech  on  the  Tariff 
Act  of  1842,  Appendix  to  Congr.  Globe,  1841-42,  p.  575. 

$  The  Compromise  Act  was  so  loosely  constructed  that  doubt  was  enter- 
tained whether  under  its  terms  any  duties  at  all  could  be  collected  after  June 
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in  force.  That  act  was  passed  by  the  Whigs  as  a  party 
measure,  and  its  history  is  closely  connected  with  the 
political  complications  of  the  time.  The  Whigs  had  broken 
with  President  Tyler,  and  had  a  special  quarrel  with  him 
as  to  the  distribution  among  the  States  of  the  proceeds 
of  the  public  lands.  Tyler  vetoed  two  successive  tariff 
bills  because  of  clauses  in  them  in  regard  to  distribu- 
tion. The  bill  which  he  finally  signed,  and  which  became 
law,  was  passed  hurriedly,  without  the  distribution  clause. 
Attention  was  turned  mainly  to  the  political  quarrel  and 
to  the  political  effect  of  the  bill  in  general.*  The  act, 
naturally  enough,  was  a  hasty  and  imperfect  measure,  of 
which  the  details  had  received  little  consideration.  The 
duties  which  it  levied  were  high, — probably  higher  than 
they  would  have  been  had  the  tariff  discussion  been  less 
affected  by  the  breach  beween  Tyler  and  the  Whigs. 
The  act,  though  distinctly  protective,  and  proclaimed  to 
be  such  by  the  Whigs,  had  not  behind  it  such  a  strong 
popular  feeling  as  had  existed  in  favor  of  the  protective 
measures  of  1824, 1828,  and  1882.  In  the  farming  States, 
the  enthusiasm  for  the  home  market  idea  had  cooled  per- 
ceptibly; and  in  the  manufacturing  States  the  agitation 
came  rather  from  the  producers  directly  interested  than 
from  the  public  at  large.  There  is  much  truth  in  Cal- 
houn's remark  that  the  act  of  1842  was  passed,  not  so 
much  in  compliance  with  the  wishes  of  the  manufact- 
urers as  because  the  politicians  wanted  an  issue.f 

90, 1842.  The  point  was  carried  before  the  Supreme  Court,  whioh  decided, 
howerer,  that  the  rate  of  20  per  cent,  was  in  effect  dorinflr  the  two  months 
before  the  act  of  1842  went  in  force.  {Aldridge  ▼.  WiUianUy  3  Howard,  9.) 
Mr.  Justice  McLean  diwonted ;  and  there  is  much  force  to  his  disMntinf 
opinion  and  to  the  ar^rooMnt  of  Mr.  RcTcrdj  Johnson,  the  connsel  a^ridnst  tiie 
S^OTenunent. 

*  A  fall  account  of  this  strnggle  is  in  Von  Holit*s  CondUuiumal  Hitioiy^ 
iii.  pp.  451-463. 

t  Works,  iw,  pp.  199,  200.  Calhoon  thooght  that  a  good  deal  was  doe 
also  to  the  infloence  of  the  **  moneTed  men  "  who  wanted  the  Treasury  to  be 
fiUed. 
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The  act  of  1842  remainecL  in  force  £or  but  four  yeaxs. 
It  was  in  turn  superseded  by  the  act  of  1846,  again  a 
political  measure,  passed  this  time  by  the  Demoonta. 
The  act  of  1846  carried  out  the  suggestions  made  by  Seo- 
retaiy  Walker  in  his  much  debated  Treasury  Report  of 
1846.  Indeed,  it  may  be  regarded  as  practically  framed 
by  Walker,  who  profiBSsed  to  adhere  to  the  principle  of 
free  trade ;  and  the  act  of  1846  is  often  spoken  of  aa  an 
instance  of  the  application  of  free-trade  principles.  In 
fitct,  however,  it  effected  no  more  than  a  moderation  in 
the  application  of  protection.  The  act  established  eeveial 
schedules,  indicated  by  the  letters  A,  B,  C,  D,  and  so  on. 
AU  the  articles  classed  in  schedule  A  paid  100  per  oent., 
all  in  schedule  B  paid  40  per  cent.,  all  in  schedule  G  paid 
80  per  cent.,  and  so  for  the  rest.  Schedule  0,  with  the 
80  per  cent,  duly,  included  most  articles  with  which  the 
protectiye  controyersy  is  concerned, —  iron  and  metala  in 
general,  manufactures  of  metals,  wool  and  woollens,  man- 
ufactures of  leather,  paper,  glass,  and  wood.  CSottons 
were  in  schedule  D,  and  paid  25  per  cent.  Tea  and 
coffee,  on  the  other  hand,  were  exempt  from  duly. 

The  act  of  1846  remained  in  force  till  1857,  when  a  still 
further  reduction  of  duties  was  made.  The  revenue  was 
redundant  in  1857,  and  this  was  the  chief  cause  of  the 
reduction  of  duties.  The  framework  of  the  act  of  1846 
was  retained, —  the  schedules  and  the  ad  valorem  duties. 
The  duty  on  the  important  protective  articles,  in  schedule 
C,  was  lowered  to  24  per  cent.,  cottons  being  transferred, 
moreover,  to  that  schedule.  Certain  raw  materials  were 
at  the  same  time  admitted  free  of  duty. 

The  act  of  1857  remained  in  force  till  the  close  of  the 
period  we  have  under  examination.  We  begin  with  a 
high  protective  tariff  in  1882,  then  follows  a  gradual 
reduction  of  duties,  ending  in  1842  with  a  brief  period  of 
very  low  duties.  In  the  four  years,  1842-46,  we  have 
a  strong  application  of  protection.    In  1846  begins  what 


THE  TARIFF,  1830^1860  819 

is  often  called  a  period  of  free  trade,  but  is  in  reality 
one  of  moderated  protection.  In  1857,  the  protection  is 
still  farther  moderated,  and  for  a  few  years  there  is  as 
near  an  approach  to  free  trade  as  the  country  has  had 
since  1816. 

Turning  now  to  the  economic  effect  of  this  legislation, 
we  have  to  note,  first,  its  connection  with  the  general  pros- 
perity of  the  country.  That  there  was  a  distinct  connec- 
tion is  asserted  by  both  protectionists  and  free  traders. 
The  protectionists  tell  us  that  the  compromise  tariff  caused 
the  disastrous  crises  of  1887  and  1889,  that  the  high  tariff 
of  1842  brought  back  prosperity,  that  depression  again 
followed  the  passage  of  the  act  of  1846,  and  that  the 
panic  of  1857  was  precipitated  by  the  tariff  act  of  1857. 
On  the  other  hand,  free  traders  not  infrequently  describe 
the  period  between  1846  and  1860  as  one  of  exceptional 
prosperity,  due  to  the  low  duties  then  in  force. 

It  would  not  be  worth  while  to  allude  to  some  of  these 
assertions,  if  they  were  not  so  firmly  embedded  in  current 
literature  and  so  constantly  repeated  in  many  accounts 
of  our  industrial  history.  This  is  especially  the  case  with 
the  curious  assertion  that  the  crises  of  1837  and  1889 
were  caused  by  the  compromise  tariff  of  1888  or  con- 
nected with  it.  This  assertion  had  its  origin  in  the  writ- 
ings of  Henry  C.  Carey,  who  has  been  guilty  of  many 
curious  versions  of  economic  history,  but  of  none  more 
remarkable  than  this.  It  may  be  found  in  various  pas- 
sages in  his  works ;  and  from  them  it  has  been  transferred 
to  the  writings  of  his  disciples  and  to  the  arguments  of 
protectionist  authors  and  speakers  in  general.*    Yet  no 

*  Ref erenoM  to  the  rapposed  effects  ol  the  met  ol  1833  ftbonnd  in  Carey's 
works.  As  good  *  speenneii  as  any  is  this :  **  Agitation  sneceeded  in  prodneing 
a  total  change  of  system,  in  the  tariff  of  1833.  .  .  .  Thenceforward  the  building 
ol  furnaces  and  mills  almost  wholly  ceased,  the  wealthy  Knglish  capitalists 
having  thus  sneceeded  in  regaining  the  desired  control  ol  the  great  American 
market  for  cloth  and  iron.  As  a  consegnenee  of  their  triumph^  there  ensued  a 
snecession  of  crises  ol  barbaric  tendency,  the  whole  terminating,  in  1842,  in  a 
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fauvminded  person,  having  even  a  superficial  knowledge 
of  the  economic  history  of  these  years,  can  entertain  sucli 
notions.  The  crises  of  1887  and  1889  were  obviously 
due  to  quite  a  di£Ferent  set  of  causes, —  to  the  bank 
troubles,  the  financial  mistakes  of  Jackson's  administra- 
tion, the  infiation  of  the  currency,  and  of  those  general 
conditions  of  speculation  and  unduly  expanded  credit 
which  give  rise  to  crises.  The  tariff  act  had  nothing 
whatever  to  do  with  them.  Indeed,  the  reductions  in 
duty  under  it,  as  we  have  seen,  were  slight  until  1840, 
and  could  hardly  have  influenced  in  any  degree  the  break- 
ing out  of  the  panics.  Even  if  the  reductions  of  duly  had 
been  greater,  and  had  been  made  earlier,  they  would  prob- 
ably have  had  no  effect,  favorable  or  unfavorable,  on  the 
inflation  of  the  earlier  years  or  on  the  depression  whick 
followed. 

We  may  dispose  at  this  point  of  a  similar  assertion  occa- 
sionally made  in  regard  to  the  crisis  of  1867, —  that  the 
tariff  act  of  1857  caused  or  intensified  it.  This  view  also 
is  traceable,  probably,  to  Carey.    It  appears  in  his  writings 

■oene  of  rain  snch  as  had  never  before  been  known,  bankruptcy  amonfl^  the 
people  being  almost  oniTenal,"  etc.  Letters  on  the  Ir<m  Question  (1865),  p.  4, 
printed  in  his  Miscellaneout  Worke  (1872).  To  the  same  effect,  see  his  Finanr 
cial  Crises,  p.  18;  Reifiew  qf  WdU^s  Report,  p.  5;  Social  Science,  ii.  p.  225. 
Professor  Thompson  makes  the  same  statement  in  his  Political  Economy,  p.  353. 
See  also  Elder,  Questions  qf  the  Day  (1871),  pp.  200,  201.  Senator  Evarts,  in  a 
speech  made  in  1883,  ascribed  to  the  act  of  1833  *'  a  bankruptcy  which  ooyered 
the  whole  land,  without  distinction  of  sections,  with  ruin.^'  The  pedigree  of 
statements  of  this  kind,  which  are  frequent  in  campaign^  literature,  can  be 
traced  back  to  Carey.  Doubtless  Carey  wrote  in  g^ood  faith ;  but  his  preju- 
dices were  so  strong  as  to  preyent  him  from  taking  a  just  view  of  economic 
history. 

Oddly  enough,  Calhoun  ascribed  the  crisis  of  1837  to  the  fact  that  duties 
under  the  act  of  1833  remained  too  high.  The  high  duties  brought  in  a  large 
reyenue  and  caused  a  surplus  in  the  Treasury ;  the  deposit  and  distribution  of 
this  brought  inflation  and  speculation,  and  eventually  a  crisis.  Works,  iv.  p .  174. 
No  doubt,  the  high  duties  were  one  cause  of  the  government  surplus,  and 
thereby  aided  in  bringing  about  the  crisb,  so  that  this  view,  incomplete  as 
it  is,  has  more  foundation  than  Carey's  explanation.  On  the  other  hand.  Clay, 
not  unnaturally,  took  pains  to  deny  that  the  act  of  1833  had  anything  to  do 
with  the  troubles  of  the  yean  following  its  passage.  Works,  ii.  pp.  530,  531 
(edition  of  1844). 
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and  in  those  of  his  disciples.*  In  fact,  the  crisis  of  1857 
was  an  unusually  simple  case  of  activity,  speculation, 
over-banking,  panic,  and  depression;  and  it  requires  the 
exercise  of  great  ingenuity  to  connect  it  in  any  way  with 
the  tariff  act.  As  it  happened,  indeed,  the  tariff  was 
passed  with  some  hope  that  it  would  serve  to  prevent  the 
crisis.  Money  was  accumulating  in  the  Treasury ;  and  it 
was  hoped  that,  by  reducing  duties,  the  revenue  would 
be  diminished,  money  would  be  got  out  of  the  Treasury, 
and  the  stringency,  which  was  already  threatening,  pre- 
vented.! The  reduction  failed  to  prevent  the  panic ;  but, 
at  the  time,  it  would  have  been  considered  very  odd  to 
ascribe  the  disaster  to  the  tariff  act. 

On  the  other  hand,  it  has  been  very  often  said  that  the 
activity  of  trade  in  1848-44  was  due  to  the  enactment 
of  the  protective  tariff  act  of  1842.  There  may  be  a  de- 
gree of  truth  in  this.  The  unsettled  state  of  legislation 
on  the  tariff  before  the  act  of  1842  was  passed,  must  have 
been  an  obstacle  to  the  revival  of  confidence.  After  July 
1, 1842,  there  was  the  uniform  duty  of  20  per  cent. ;  nay, 
it  was  doubtful  whether  there  was  by  law  even  that  duty 
in  force.  It  was  certain  that  Congress  would  wish  not 
to  retain  the  horizontal  rate,  but  would  try  to  enact  a  new 
tariff  law ;  yet  the  quarrel  between  the  Whigs  and  Tyler 
made  the  issue  quite  doubtful.  Such  uncertainty  neces- 
sarily operated  as  a  damper  on  trade,  and  the  passage  of 
any  act  whatever,  settling  the  tariff  question  for  the  time 
being,  would  have  removed  one  great  obstacle  to  the 
return  of  activity  and  prosperity.  It  is  even  possible  that 
the  passage  of  the  act  of  1842  may  have  had  a  more  direct 

*Care7  speaks  in  one  pUoe  of  **tlie  terrific  free-tmde  crisis  of  1867.*' 
LetUn  to  Oifax^  p.  15 ;  FinawdcX  Criwu^  p.  8 ;  Beuiew  qf  TFeUt,  p.  0  (ill  in  his 
Mhcellaneoui  Works),  Thompwm  {Political  Economy,  p.  367)  says:  **In  1867, 
Congress  rednoed  the  dnties  25  per  cent.  ...  It  at  once  intensified  aU  the 
nnwholesome  tendencies  in  onr  commercial  and  industrial  life.  .  .  .  Another 
great  panic  followed  through  the  c<dlapse  of  nnsonnd  enterprises." 

t  See  a  letter  from  a  Boston  merchant  to  Senator  Wilwrn,  Comgr,  QUAe, 
1856-57,  Appendix,  p.  344 ;  and  the  statement  by  Senator  Hnnter,  t6u/.,  329. 
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effidct  than  this.  No  doubt,  in  the  regular  recnnence  of 
wayes  of  actiyitj  and  depression,  the  depression  of  1840- 
42  would  soon  haye  been  foUowed,  in  any  eyent,  by  a 
period  of  actiyitj.  The  point  at  which  aotiyitj  will  begin. 
to  show  itself  under  such  droumstances  is  largely  a  matter 
of  chanoe.  It  begins,  far  some  perhaps  accidental  reason, 
with  one  industry  or  set  of  industries,  and,  the  matarials 
for  general  reyiyal  being  ready,  then  spreads  quickly  to 
the  others.  In  the  same  way,  when  the  materials  for  a 
criris  are  at  hand,  a  single  accidental  &ilure  may  precipitate 
a  general  panic  In  1842-48,  the  high  duties  of  the  tariff 
act  probably  helped  to  make  profits  large  for  the  time 
being  in  certain  manufactures,  notably  those  of  cotton 
and  iron.  Prosperity  in  these  set  in,  and  may  haye  been 
the  signal  for  a  general  reyiyal  of  confidence  and  for  a 
general  extension  of  business  operations.  To  that  extent, 
it  is  not  impossible  that  the  protectiye  tariff  of  1842  was 
the  occasion  of  the  reyiying  business  of  the  ensuing  years. 
But  it  is  a  yery  different  thing  from  this  to  say  that  the 
tariff  was  the  cause  of  prosperity,  and  that  depression 
would  have  continued  indefinitely  but  for  the  re-establish- 
ment of  high  protective  duties. 

In  truth,  there  has  been  a  great  deal  of  loose  talk  about 
tarifb  and  crises.  Whenever  there  has  been  a  crisis,  the 
free  traders  or  protectionists,  as  the  case  may  be,  have 
been  tempted  to  use  it  as  a  means  for  overthrowing  the 
system  they  opposed.  Cobden  found  in  the  depression  of 
1889-40  a  powerful  argument  in  his  crusade  against  the 
com  laws,  and  knew  that  a  return  of  prosperity  would 
work  against  him.*  Within  a  few  years,  the  opponents 
of  protection  in  this  country  have  found  in  general  de- 
pression a  convenient  and  effective  argument  against  the 
tariff.  In  the  same  way,  the  protectionists  have  been 
tempted  to  use  the  crises  of  1887  and  1857,  and  conversely 
the  revival  of  1843-44,  to  help  their  case.  But  the  effect 
of  tariffs  cannot  be  traced  by  any  such  rough-and-ready 

*See  pasBages  in  Morley^s  Life  qf  bobden,  pp.  162, 163,  210. 
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method.  The  tariff  system  of  a  country  is  but  one  of 
many  factors  entering  into  its  general  prosperity.  Its 
influence,  good  or  bad,  may  be  strengthened  or  may  be 
counteracted  by  other  causes,  and  it  is  exceedingly  diffi- 
cult, generally  impossible,  to  trace  its  separate  effect. 
Least  of  all  can  its  influence  be  traced  in  those  variations 
of  outward  prosperity  and  depression  which  are  marked 
by  ^^good  times"  and  crises.  A  protective  tariff  may 
sometimes  strengthen  other  causes  which  are  bringing  on 
a  commercial  crisis.  Some  such  effect  is  very  likely  to  be 
traced  to  the  tariff  in  the  years  before  the  crisis  of  1873. 
It  may  sometimes  be  the  occasion  of  a  revival  of  activity, 
when  the  other  conditions  are  already  favorable  to  such 
a  revival.  That  may  have  been  the  case  in  1843.  But 
these  are  only  incidental  effects,  and  lie  quite  outside  the 
real  problem  as  to  the  results  of  protection.  As  a  rule, 
the  tariff  system  of  a  country  operates  neither  to  cause 
nor  to  prevent  crises.  They  are  the  results  of  conditions 
of  exchange  and  production  on  which  it  can  exercise  no 
great  or  permanent  influence. 

Remarks  of  the  same  kind  may  be  made  on  the  fre- 
quent assertion  that  the  prosperity  of  the  country  from 
1846  to  1860  can  be  traced  to  the  low  duties  then  in 
force.  He  who  is  convinced,  on  grounds  of  general  rea- 
soning and  of  general  experience,  that  the  principles  of 
free  trade  are  sound,  and  that  protective  duties  are  harm- 
ful, can  fairly  deduce  the  conclusion  that  the  moderate 
tarifiis  of  1846  and  1857  contributed,  so  far  as  they  went, 
to  general  prosperity.  But  a  direct  connection  cannot  be 
traced.  A  number  of  favorable  causes  were  at  work, 
such  as  the  general  advance  in  the  arts,  the  rapid  growth 
of  the  railway  system  and  of  ocean  communication,  the 
Californian  gold  discoveries.  There  is  no  way  of  elimi- 
nating the  other  factors,  and  determining  how  much  can 
be  ascribed  to  the  tariff  alone.  Even  in  the  growth  of 
international  trade,  where  some  direct  point  of  conneo- 
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tion  might  be  found,  we  cannot  measure  the  e£Eeot  of  low 
duties;  for  international  trade  was  growing  between  all 
countries  under  the  influence  of  cheapened  tranqportation 
and  the  stimulus  of  the  great  gold  discoveries.*  The  in- 
ductiye,  or  historical,  method  absolutely  fuls  us  here. 

We  turn  now  to  another  inquiry,  as  to  the  effect  of  the 
fluctuating  duties  of  this  period  on  the  protected  indua> 
tries.  That  inquiry,  it  is  hardly  necessary  to  say,  leads 
us  to  no  conclusion  as  to  the  effect  of  the  duties  on  the 
wdfiure  of  the  country  at  large.  It  is  quite  conoeiTahle, 
and  indeed  on  grounds  of  general  reasoning  at  least  prob- 
able, that  any  stimulus  given  to  the  protected  industries 
indicated  a  loss  in  the  productive  powers  of  the  com- 
munity as  a  whole.  But  it  has  often  been  asserted,  and 
again  often  denied,  that  the  duties  caused  a  growth  of 
certain  industries ;  and  it  is  worth  while  to  trace,  if  we 
can,  the  tangible  effect  in  this  direction,  even  though  it 
be  but  a  part  of  the  total  effect. 

It  is  the  production  of  iron  in  the  unmanufiu^tnred 
form  that  has  been  most  often  discussed  in  the  protective 
controversy.  And  in  regard  to  this,  fortunately,  we  have 
good,  if  not  complete,  information. 

The  duty  on  pig  iron  had  been  62i  cents  a  hundred- 
weight under  the  tariff  act  of  1828.  In  1882,  it  was 
reduced  to  60  cents,  or  $10  per  ton.  This  rate  was 
equivalent  to  about  40  per  cent,  on  the  foreign  price  at 

*The  prowth  of  formgn  trade  under  the  tariffi  of  1846  and  18S7  wm  o«r- 
taialy  Toy  striking.  In  Grosrenor't  Does  Proiection  pntectf  p.  00,  tliere  ia  a 
taUe  allowing  the  iiiq;>ortB  and  exports  per  head  of  population  from  1821  to 
1809,  in  which  it  ia  stated  that  the  annual  aTezage  per  head  of  population  waa : 

Imports.  Exports. 

In  1M8-46,              $4.86  |5.22 

**  1847-M,                6.35  BJ2 

"  1861-W,                9.10  7.85 

*•  1866-60,               10.41  9.45 

The  imports  and  exports  were,  in  millions  of  dollam :  — 

Imports.  Xxporti. 
Annual  aTerage  of  the  four  years  1843-46,              92.7  100. 

"  "         ••     •«     ••         "      1847-60,  138.3  136.8 

•*  *•         <•     "   five     <•      1801-65,  831.  186.2 

"  "         "     "     "         "      1866-60,  805.  278.8 

But  how  afe  wa  to  measnre  the  ahaie  whioh  low  dudes  had  in  promoting  this 
giowih? 
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that  time ;  and,  under  the  Compromise  Act  of  1888,  it  was 
gradually  reduced,  until  it  reached  20  per  cent,  in  1842. 
Under  the  act  of  1842,  the  dutj  was  again  raised  to  $10 
a  ton.  In  1846  it  was  made  80  per  cent,  on  the  value, 
and  in  1867  24  per  cent.  As  the  value  varied,  the  duty 
under  these  acts,  of  course,  also  varied.  In  1847,  a  time 
of  high  prices,  the  duty  of  80  per  cent,  was  equal  to 
$5.75  per  ton ;  in  1852,  it  was  only  $8.05 ;  in  1855,  it  was 
as  high  as  $6 ;  in  1860,  it  again  fell  to  $8.40.* 

The  duty  on  bar  iron  was  of  two  kinds  until  1846, —  a 
duty  on  hammered  bar  iron,  and  another  heavier  duty  on 
rolled  bar  iron.  The  duty  on  hammered  bar  was  in  1882 
fixed  at  90  cents  per  hundred-weight,  or  $18  per  ton 
That  on  rolled  bar  was  nearly  twice  as  heavy,  being  $80 
per  ton,  or  nearly  100  per  cent,  on  the  value.  These 
duties  were  reduced  under  the  Compromise  Act ;  and,  as 
we  have  seen,  the  reduction  on  rolled  bar  was  very  great, 
and,  in  1842,  very  sudden.  Under  the  act  of  1842,  the 
duty  on  hammered  bar  was  made  $17  per  ton,  that  on 
rolled  bar  $25  per  ton.  The  act  of  1846  gave  up  finally 
the  discrimination  between  the  two  kinds,  and  admitted 
both  alike  at  a  duty  of  80  per  cent.;  and  the  act  of  1857 
admitted  them  at  24  per  cent.f 

*The  duty  from  year  to  yesr,  <m  tlie  aTezage,  for  the  fiaeal  yean  ending 

June  90,  ii  griven  in  tlie  foUowing  table.    Tlie  foreign  Talne,  on  whieh  tlie  dnty 

was  eompnted,  ii  alao  giren.    mie  figuree  are  oompiled  from  tlie  tables  giyen 

in  French,  Hiitory  </  Iron  Manufacture^  p.  70,  and  in  the  Report  qf  the  Ircn  and 

Steel  Aeeodation  for  1876,  p.  182. 

Duty 
(80%  till  1W7, 21%  after  1887). 
•A.M 
4.76 
i.00 
8.80 
8.76 
8.06 
4.00 
6.40 
6.00 
6.06 
6.86 
4.20 
8.66 
8.40 


Year  ending  Jone  80. 
1847, 

ATerage  ralne. 
•10.90 

1848, 

16.80 

1849, 

18.80 

1880, 

12.70 

18R1, 

12.80 

1803, 

10.20 

1868, 

18.40 

1864, 

18.00 

186^ 

20.00 

1866, 

19.80 

1867, 

19.00 

1868, 

17.80 

1868, 

16.20 

1880, 

14.10 

t  Between  189S  and  1842,  an  exeeption  had  been  made  for  one  ela«  of 
rolled  Iron,— iron  rails  aotoaUy  laid  down  on  railroads.    These  were  admitted 
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For  the  underatanding  of  the  efEsot  of  the  datiesi  it 
will  be  neceesaiy  to  refer  to  the  tables  in  the  Appendix, 
of  the  production  and  importation  of  iron.  As  will  be 
seen  from  the  explanations  in  the  notes  to  that  table,  the 
statistios  are  by  no  means  completely  trustworthy;  bat 
they  enable  us  to  draw  some  general  conclusions. 

It  seems  to  be  pretty  clear  that  the  importation  of  iron 
was  somewhat  affected  by  the  tariff.  The  years  before 
1842,  when  the  compromise  tariff  was  in  force,  were  years 
of  such  disturbance  that  it  is  not  easy  to  trace  any  effects 
clearly  to  the  operation  of  the  tariff ;  but  imports  during 
these  years  were  a  smaller  proportion  of  the  total  con- 
sumption of  iron  than  they  were  during  the  period  after 
1846.  It  must  be  remembered  that  from  1880  till  1842 
all  railroad  iron  was  admitted  free  of  duty,  and  that  a 
large  part  of  the  imported  iron  consisted  of  rails.  If  this 
quantity  be  dedueted  from  the  total  import,  the  remaining 
quantity,  which  alone  was  affected  by  the  duties,  becomes 
still  smaller  as  compared  with  the  domestic  product.  In 
1841  and  1842,  when  duties  began  to  be  low  under  the 
operation  of  the  Compromise  Act,  imports  were  larger  in 
proportion  to  the  home  product.  On  the  other  hand, 
in  the  four  years,  1843-46,  under  the  act  of  1842,  they 
show  a  distinct  decrease.  After  1847,  they  show  as  dis- 
tinct an  increase,  and  continue  to  be  large  throughout  the 
period  until  1860.  In  the  speculative  and  railroad-build- 
ing years,  from  1852  to  1857,  the  importation  was  espe- 
cially heavy;  and  in  1858  and  1854  the  total  quantity  of 
iron  imported  was  almost  as  great  as  the  home  product. 

The  most  effective  part  of  the  iron  duties  until  1846 
was  the  heavy  discriminating  duty  on  rolled  bar  iron. 
That  duty  amounted  (from  1818  tLQ  1846,  except  during 
a  few  months  in  1842)  to  about  100  per  cent.    Rolled 

free  of  duty ;  or,  n^her,  a  drawback  was  granted  of  the  full  amount  of  duty 
doe  or  paid  on  them.  Between  1828  and  1832,  a  drawback  had  been  granted 
aooh  ae  to  make  the  duty  on  railroad  iron  only  25  per  cent.  After  1842,  how^ 
-«Ter,  it  was  charged  with  duty  like  any  other  iron. 
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iron,  made  by  the  puddling  process  and  by  rolling,  is  the 
form  of  bar  iron  now  in  common  use.  The  process  was 
first  applied  successfully  by  Cort  in  England  about  1785, 
and  in  that  country  was  immediately  put  into  extensive 
use.  It  made  bar  iron  much  more  cheaply  and  plentifully 
than  the  old  process  of  refining  in  a  forge  and  under  a 
hammer ;  and,  at  the  present  time,  hammered  bar  of  the 
old-fashioned  kind  has  ceased  to  be  made,  except  in  com- 
paratively small  quantities  for  special  purposes.  Cort's 
processes  of  puddling  and  rolling  were  possible  only 
through  the  use  of  bituminous  coal  and  coke.  The  abun- 
dant and  excellent  coal  of  Great  Britain  gave  that  country 
an  enormous  advantage  in  producuig  rolled  iron,  as  it  had 
already  done  in  smelting  pig  iron,  and  put  her  in  that 
commanding  position  as  an  iron  producer  which  she  con- 
tinues to  occupy  to  the  present  day.  When  rolled  iron 
first  began  to  be  exported  from  England  to  foreign  coun- 
tries, it  aroused  strong  feelings  of  jealousy,  being  so  much 
cheaper  than  other  iron.  Several  countries  fought  against 
the  improvement  by  imposing  discriminating  duties  on  it.* 
That  course  was  adopted  in  the  United  States.  In  1818, 
a  discriminating  duty  was  put  on  rolled  iron,  partly  be- 
cause it  was  said  to  be  inferior  in  quality  to  hammered 
iron,  and  partly  from  a  feeling  in  favor  of  protecting  the 
domestic  producers  of  hammered  iron.  The  duty  was  re- 
tained, as  we  have  seen,  till  1846.  Its  effect  was  neutral- 
ized in  part  by  the  free  admission  of  railroad  iron,  which 
was  one  form  of  rolled  iron ;  but,  so  far  as  it  was  applied 
to  rolled  iron  in  general,  it  simply  prevented  the  United 
States  from  sharing  the  benefit  of  a  great  improvement 
in  the  arts.  It  had  no  effect  in  hastening  the  use  of  the 
puddling  and  rolling  processes  in  the  country.  Though 
introduced  into  the  United  States  as  early  as  1817,  these 

*  In  France,  a  diaeriminating  duty  eqniTalent  to  120  per  cent,  was  impoeed 
in  1822  on  iron  imported  by  eea ;  t.e.,  on  Kngliah  iron.  Am4,  Tarif»  de  Dent- 
ones,  i.  pp.  144-148.  The  diacrixnination  was  maintained  until  1805.  i5u/., 
p.  271. 
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processes  got  no  firm  hold  until  after  anthracite  coal  began 
to  be  used,  about  1840,  as  an  iron-making  fuel.* 

We  turn  now  to  the  history  of  the  domestic  production. 
By  far  the  most  important  event  in  that  history  is  the  use 
of  anthracite  coal  as  a  fuel,  which  began  about  1840. 
The  substitution  of  anthracite  for  wood  (charcoal)  revo- 
lutionized the  iron  trade  in  the  United  States  in  the  same 
way  as  the  use  of  bituminous  coal  (coke)  had  revolution- 
ized the  English  iron  trade  nearly  a  century  before.  Up 
to  1840,  pig  iron  had  been  smelted  in  this  country  with 
charcoal,  which  was  an  expensive  fuel,  and  tended  to 
become  more  and  more  expensive  as  the  nearer  forests 
were  cut  down  and  wood  became  less  easily  attainable. 
Charcoal  pig  iron  could  not  have  competed  on  even  terms 
with  the  coal-made  English  iron.  But  between  1S'60  and 
1840  it  was  protected  by  the  heavy  duties  on  English 
iron;   and,  under  their  shelter,  the   production  in  those 


*The  fint  pnddlinfc  and  rolling  mill  in  the  United  States  was  pnt  np  in 
Pennsylvania  in  1817.  The  fint  puddling  in  New  England  was  done  as  late  as 
1835.  Wood  was  used  as  fnel  at  the  outset.  Swank,  Iron  in  All  Aget^  pp.  166, 
330.  The  effect  of  the  dnty  on  rolled  iron  cannot  be  better  described  than  in 
the  clear  and  forcible  language  used  by  Gallatin  in  1831 :  '*  It  seems  impracti- 
cable that  iron  made  with  charcoal  can  ever  compete  with  iron  made  from 
bituminous  coal.  ...  A  happy  application  of  anthracite  coal  to  the  manufact- 
ure of  iron,  the  discovery  of  new  beds  of  bituminous  coal,  the  erection  of  iron 
works  in  the  vicinity  of  the  most  easterly  beds  now  existing,  and  the  improved 
means  of  transportation,  which  may  bring  this  at  a  reasonable  rate  to  the  sea- 
border,  may  hereafter  enable  the  American  iron-master  to  compete  in  cheap- 
ness with  foreign  rolled  iron  in  the  Atlantic  districts.  On  those  contingencies 
the  tariff  can  have  no  effect.  To  persist,  in  the  present  state  of  the  manu- 
facture, in  that  particular  competition,  and  for  that  purpose,  to  proscribe  the 
foreign  rolled  iron,  is  to  compel  the  people  for  an  indefinite  time  to  substitute 
a  dear  for  a  cheap  article.  It  is  said  that  the  British  iron  is  generally  of 
inferior  quality :  this  is  equally  true  of  a  portion  of  that  made  in  America. 
In  both  cases,  the  consumer  is  the  best  judge, —  has  an  undoubted  right  to 
judge  for  himself.  Domestic  charcoal  iron  should  confine  itself  to  a  com- 
petition with  the  foreign  iron  made  from  the  same  fuel.^'  Gallatin  added, 
prophetically,  *^  Your  memorialists  believe  that  the  ultimate  reduction  of  the 
price  of  American  iron  to  that  of  British  rolled  iron  can  only,  and  ultimately 
will,  be  accomplished  in  that  Western  region  which  abounds  with  ore,  and  in 
which  are  found  the  most  extensive  formations  of  bituminous  coal."  Memorial 
of  the  Fret  Trade  Convention^  pp.  60,  61. 
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years  steadily  increased.*  There  seems  to  be  no  doubt 
that,  with  lower  duties  or  no  duties  at  all,  the  domestic 
production  would  have  been  less,  and  the  imports  greater. 
In  other  words,  the  duty  operated  as  a  true  protective 
duty,  hampering  international  trade  and  increasing  the 
price  of  the  home  product  as  well  as  of  the  imported  iron. 
In  1840,  however,  anthracite  coal  began  to  be  applied  to 
the  making  of  pig  iron.  The  use  of  anthracite  was  made 
possible  by  the  hot  blast, — a  process  first  put  in  successful 
operation  in  England,  and  then  transferred  to  this  country 
by  persons  who  had  seen  it  in  England.!  The  importance 
of  the  new  method  was  immediately  appreciated,  and  pre- 
dictions were  made  that  henceforth  there  would  be  no 
longer  occasion  for  importing  iron,  even  under  the  20 
per  cent,  duty  of  the  Compromise  Act.  Many  furnaces 
were  changed  from  the  charcoal  to  the  anthracite  method.^ 
At  very  nearly  the  same  time,  as  it  happened,  the  tariff 
act  of  1842  was  passed,  imposing  heavy  duties  on  all  kinds 
of  iron,  among  others  on  the  railroad  iron  which  had 
hitherto  been  admitted  free.  Very  shortly  afterwards, 
a  general  revival  of  trade  set  in.  Under  the  influence 
of  these  combined  causes,  the  production  of  iron  was  sud- 
denly increased.  Between  1842  and  1847,  it  is  said  to 
have  more  than  doubled.  Some  part  of  this  great  increase 
was  certainly  due  to  the  high  protection  of  1842;  but, 
under  any  circumstances,  the   use  of  anthracite   would 

*The  reader  will  bear  in  mind  what  was  said  in  a  preTions  note  on  the 
nnaatisfaetory  character  of  the  itatistici. 

t  The  hot  blast  was  sncoeaafully  applied  in  a  furnace  in  Pennaylyania  in 
1896,  but  the  experiment  was  not  prosecuted.  In  1837,  Crane  applied  it  in 
Wales,  and  from  his  works  the  process  was  transplanted  to  this  country. 
Swank,  Irtm  in  AH  Age$^  pp.  268-273 ;  French,  HiMory  </  the  Inm  Trade^  pp. 
58-60.  It  is  strikinfi:  that  the  greatest  improrements  in  the  iron  trade  —  the 
use  of  coke,  the  puddling  and  rolling  proceai,  the  use  of  anthracite,  and  in  our 
own  time  the  Bessemer  process  —  all  had  their  origin  in  England,  and  thence 
were  transferred  to  other  countries. 

ISeethe  notices  in  Hazard*8  SuoiMtical  EegiaUr,  i.  pp.  336,  368;  iii.  p.  173; 
iT.  p.  207.  That  great  results  were  at  once  expected  from  the  new  method  is 
shown  by  an  interesting  speech  of  Nicholas  Biddle^s,  t^.,  ii.  p.  230. 
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have  given  a  great  stimulus  to  the  iron  trade.  This  is 
shown  by  the  coarse  of  events  under  the  tariff  acts  of 
1846  and  1857.  The  production  remained,  on  the  whole, 
very  steady  throughout  the  years  when  these  acts  were  in 
force.  For  a  few  years  after  the  passage  of  the  act  of 
1846,  the  reduction  of  the  duty  to  80  per  cent,  had  little, 
if  any,  effect.  Prices  were  high  both  in  England  and  in 
the  United  States,  for  it  was  a  time  of  active  railroad 
building  in  England,  and  consequently  of  great  demand 
for  iron.  The  ad  valorem  duty  was  correspondingly  high. 
In  1850-51,  the  usual  reaction  set  in,  prices  went  down, 
production  decreased,  and  the  iron-masters  complained.* 
But  the  natural  revival  came  after  a  year  or  two.  Prices 
rose  again;  production  increased,  and  continued  to  in- 
crease until  1860.  Although  the  duty,  which  had  been 
$9  a  ton  under  the  act  of  1842,  was  no  more  than  $3  and 
$4  under  the  24  per  cent,  rate  which  was  in  force  during 
the  years  1858,  1859,  and  1860,  and  although  these  were 
not  years  of  unusual  general  activity,  the  domestic  pro- 
duction showed  a  steady  growth.  The  country  was  grow- 
ing fast,  many  railroads  were  in  course  of  construction, 
much  iron  was  needed.  An  undiminished  home  product 
was  consumed,  as  well  as  largely  increased  imports. 

The  most  significant  fact  in  the  iron  trade,  however, 
is  to  be  seen,  not  in  the  figures  of  total  production,  but 
in  the  shifting  from  charcoal  to  anthracite  iron.  While 
the  total  product  remained  about  the  same,  the  component 

*The  iron-maaten  admitted  that  the  act  of  1846  had  been  sufficiently 
protectiye  when  first  passed.  But  in  1849  and  1850  they  began  to  complain 
and  ask  for  higher  duties.  See  Proceedings  qf  Iron  Convention  at  Pittsburg 
(1849),  p.  9;  Proceedings  of  Convention  at  Albany^  pp.  27,  42.  They  certainly 
had  a  legitimate  subject  for  complaint  in  the  operation  of  the  ad  valorem  duty, 
in  that  it  tended  to  exaggerate  the  fluctuations  of  prices.  VThen  prices  abroad 
were  high,  the  duty  was  high ;  when  prices  abroad  were  low,  the  duty  waa 
low.  Consequently,  the  price  of  foreign  iron  in  the  United  States,  which  is  the 
sum  of  the  foreign  price  and  the  duty,  fluctuated  more  widely  than  the  foreign 
price  alone.  This  was  certainly  an  evil,  especially  with  an  article  whose  prioe 
was  liable  under  any  conditions  to  vary  so  much  as  the  price  of  iron.  See  the 
table,  p.  325. 
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elements  changed  greatly.  The  production  of  anthracite 
iron  rose  steadily:  that  of  charcoal  iron  fell  as  steadily. 
The  first  anthracite  furnace  was  built  in  1840.  In  1844 
there  were  said  to  be  twenty  furnaces,  making  65,000  ton& 
annually.*  Thence  the  production  rose  with  hardly  an 
interruption,  being 

I11I844, 66,000  gi€M  tons. 

"  1846,t 110,000     "       " 

**  1849 llfi,000     "      " 

''  1854, 308,000  net     '' 

"  18fi5, 843,000     "       " 

"  1886 894,000     "       " 

As  the  anthracite  iron  production  increased,  that  of  char^ 
coal  iron  decreased.  Under  the  tariff  act  of  1842,  a 
large  number  of  new  charcoal  furnaces  had  been  put  up.f 
Many  of  these  had  to  be  given  up  under  the  combined 
competition  of  anthracite  and  of  English  iron.  Some 
maintained  themselves  by  using  coke  and  raw  bituminous 
coal,  in  those  parts  of  the  country  where  bituminous  coal 
was  to  be  had ;  §  others  disappeared.    That  some  of  them, 

*See  a  Letter  qf  the  Philadelphia  Coal  and  Iran  Trade  to  the  Committee  on 
Finance  (pamphlet,  FhilAdelphia,  1844). 

t  The  fiffue  for  1846  ii  that  given  in  Taylor,  Statietici  qf  Coal,  p.  133. 
Swank  griTee  the  figure  for  1846  as  123,000  (groee?)  tons ;  Lron  in  AU  Age$, 
p.  274.  The  figares  for  1849^66  are  from  Lesley,  Iron  Mamtfaetwrere'  Guide 
(18S9),  pp.  751«  752.  Those  giren  by  Grosrenor,  Does  Protection  protect  f  p.  225, 
▼ary  somewhat ;  but  the  differences  are  not  great. 

I  See  the  figures  in  Grosrenor,  p.  215.  There  were  bnilt  in  1843  9  oharooal 
fnmaoes;  in  1844,  23;  in  1845,  35;  in  1846,  44;  in  1847,  34;  in  1848,  28;  in 
1849, 14. 

§The  nse  of  coke  began  in  the  United  States  abont  1850,  bnt  was  of  little 
importance  nntil  after  1856.  The  nse  of  raw  bitnminona  coal  was  introdnoed 
abont  1850  in  the  Shenango  and  Mahoning  Talleys  (on  the  border  between 
Pennsylrania  and  Ohio),  where  there  is  suitable  coal.  Swank,  Iron  in  AU  Agee^ 
pp.  281-284.  In  the  Report  of  the  American  J&on  and  Steel  AuodatUm  tot  1876 
(prepared  by  Swank),  the  f oUowing  figures  are  given  of  the  production  of  iron 
with  the  various  kinds  of  fuel.    I  have  selected  a  few  typical  years :  — 


Anthracite 

Charcoal 

Bituminous  coal 

Tear. 

iron. 

iron. 

and  coke  iron. 

Total. 

18M 

88^000 

842,000 

65,000 

780,000 

18M 

443,000 

870,0nO 

70,000 

888,000 

18M 

302,000 

285,000 

66,000 

705,000 

1800 

519,000 

278,000 

122,000 

919,000 

The  flignres  here  denote  net  tons,    mie  figures  of  production  of  the  table  on 
p.  381  denote  gross  tons,  whence  an  apparent 
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at  least)  abould  disappear,  was  ineyitable.  Charooal  inm 
for  general  use  was  a  thing  of  the  past ;  and  the  effeofc  ci 
the  tariff  of  1842  was  to  oall  into  existence  a  number  of 
fomaoes  which  used  antiquated  methods,  and  before  long 
must  have  been  displaced  in  any  eyent  by  anthracite  fur- 
naces. 

The  use  of  anthracite  not  only  stimulated  the  prodao- 
tion  of  pig  iron,  but  also  that  of  rolled  iron  and  railroad 
bars.  Anthracite  was  first  used  in  puddling  and  reheat- 
ing in  1844  and  1846,*  and  thenceforward  rolled  iron  was 
made  regularly  in  large  quantities.  In  1856,  the  produo- 
tion  of  roUed  iron  was  nearly  500,000  tons.t  ^^^  T9£Ib 
first  began  to  be  made  while  the  tariff  act  of  1842  was  in 
force,  though  the  steps  towards  making  them  were  taken 
even  before  that  act  put  an  end  to  the  free  admission  of 
English  rails.|  With  the  decline  in  railroad  building  and 
the  general  taXL  in  iron  prices,  which  took  place  in  1849, 
many  of  the  rail  mills  stopped  work.  But  the  busineea 
revived  with  the  general  prosperity  which  set  in  early  in 
the  decade,  and  the  production  of  rails  steadily  increased 
until  1856.  Under  the  influence  of  the  crisis  of  1857«  it 
fell,  but  soon  rose  again,  and  iu  1860  was  more  than  200,- 
000  tons.§ 

To  sum  up :  The  high  duty  on  iron  in  its  various  forms 
between  1882  and  1841,  and  again  in  1842-46,  impeded 
importation,  retarded  for  the  United  States  that  cheapen- 
ing of  iron  which  has  been  one  of  the  most  important 

*Speeeli  of  A.  S.  Hewitt,  in  Proceedings  qf  J&on  Convenium  at  Albany 
CL94B\  p.  M. 

t  Leil«7,  Inm  Matnufaeturere*  Quide^  p.  761. 

X  See  %  pamphlet,  Obeervations  en  ike  Expediency  qf  Repealing  the  Act  £y 
which  Bailroad  Iran  tf  reUaeed  from  Duty,  1842.  It  giyee  an  aooount  of  large 
rolling  mills  then  being  erected  at  Danville,  Pennsylyania. 

§See  the  figuree  given  in  Report  qf  Iran  and  Steel  Auodation  for  1876, 
p.  165.    mie  prodnotion  of  rails  is  there  stated  to  have  been  :  — 

In  1810, 24,000  tons. 

<«  18B0, 44,000    <* 

«•  18M, 108,000    *< 

•<  1886, 180,000    •* 

'<  18S7 162.000    •« 

••  1860, 206  000    " 
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factors  in  the  march  of  improvement  in  this  century, 
and  maintained  in  existence  costly  charcoal  furnaces  long 
after  that  method  had  ceased  in  Oreat  Britain  to  be  in 
general  use.  The  first  step  towards  a  vigorous  and 
healthy  growth  of  the  iron  industry  was  in  the  use  of 
anthracite  in  1840.  That  step,  so  far  from  being  pro- 
moted by  the  high  duties,  was  taken  in  a  time  when  duties 
were  on  the  point  of  being  reduced  to  the  20  per  cent, 
level.  Hardly  had  it  been  taken,  when  the  high  duties  of 
the  tariff  act  of  1842  brought  about  (not  indeed  alone, 
but  in  conjunction  with  other  causes)  a  temporary  return 
to  the  old  charcoal  process.  A  number  of  new  charcoal 
furnaces  were  built,  unsuited  to  the  industry  of  the  time 
and  certain  to  succumb  before  long.  Under  the  lower 
duties  from  1846  to  1860,  the  charcoal  production  gradu- 
ally became  a  less  and  less  important  part  of  the  iron 
industry,  and  before  the  end  of  the  period  had  been  re- 
stricted to  those  limits  within  which  it  could  find  a  perma- 
nent market  for  the  special  qualities  of  its  iron.*  On  the 
other  hand,  the  lower  duties  did  not  prevent  a  steady 
growth  in  the  making  of  anthracite  iron ;  while  the  pro- 
duction of  railroad  iron  and  of  rolled  iron  in  general,  also 
made  possible  by  the  use  of  anthracite,  showed  a  similar 
steady  progress.  There  is  no  reason  to  doubt  that,  had 
there  been  no  duty  at  all,  there  would  yet  have  been  a 
large  production  of  anthracite  pig  and  rolled  iron.  Mean- 
while, the  country  was  rapidly  developing,  and  needed 
much  iron.  The  low  duties  permitted  a  large  importation 
of  foreign  iron,  in  addition  to  a  large  domestic  production. 
The  comparative  cheapness  and  abundance  of  so  impor- 
tant an  industrial  agent  could  not  have  operated  other* 
wise  than  to  promote  material  prosperity. 

*  CharooAl  iron  has  qoalities  whieh  oaiim  a  oertain  quantity  of  it  to  be  in 
demand  under  any  oiroomstanoee.  Since  it  settled  down,  abont  1860,  to  -iti 
normal  place  ae  a  supplement  to  coal-made  iron,  the  product  has  steadily 
increased  with  the  ^^win^  needs  of  the  country.  In  the  years  1863-65,  the 
annual  product  was  about  210,000  tons.    In  1886,  it  was  460,000  tons. 
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We  turn  now  to  another  industry, —  the  manufacture  of 
cotton  goods,  by  far  the  largest  and  most  important  branch 
of  the  textile  industry.  Here  we  are  met  at  the  outset  by 
the  fact  that,  at  the  beginning  of  the  period  which  we  are 
considering,  the  cotton  manufacture  was  in  the  main  inde- 
pendent of  protection,  and  not  likely  to  be  much  affected^ 
favorably  or  unfavorably,  by  changes  in  duties.  Probably 
as  early  as  1824,  and  almost  certainly  by  1882,  the  indus- 
try had  reached  a  firm  position,  in  which  it  was  able  to 
meet  foreign  competition  on  equal  terms.*  Mr.  Nathan 
Appleton,  who  was  a  large  owner  of  cotton  factory  stocks^ 
and  certainly  a  good  judge,  and  who  was  also  one  of  the 
ablest  and  most  prominent  advocates  of  protective  duties, 
said  in  1888  that  at  that  date  coarse  cottons  could  not 
have  been  imported  from  England  if  there  had  been  no 
duty  at  all,  and  that  even  on  many  grades  of  finer  goods 
competition  was  little  to  be  feared.  In  regard  to  prints,  the 
American  goods  were,  quality  for  quality,  as  cheap  as  the 
English,  but  might  be  supplanted,  in  the  absence  of  duties, 
by  the  poorer  and  nominally  cheaper  English  goods, —  an 
argument,  often  heard  in  our  own  day,  which  obviously 
puts  the  protective  system  on  the  ground  of  regulating 
the  quality  of  goods  for  consumers.  The  general  situation 
of  the  cotton  manufacture,  as  described  by  Appleton,  was 
one  in  which  duties  had  ceased  to  be  a  factor  of  much 
importance  in  its  development.! 

During  the  extraordinary  fluctuations  of  industry  and 
the  gradual  reduction  of  duties  which  ensued  under  the 
compromise  tariff  of  1833,  the  cotton  manufacture  was 
profitable  and  expanded,  or  encountered  depression  and 
loss,  in  sympathy  with  the  industry  of  the  country  at 
large,  being  influenced  chiefly  by  the  expansion  of  credit 
and  the  rise  of  prices  before  1837  and  1839,  and  the  crisis 

*See  the  present  writer's  essay  on  Protection  to  Young  Industries^  Part  III., 
where  an  account  is  given  of  the  history  of  the  cotton  manufacture  up  to  1824. 

tSee   Appleton's  speech  on  the  Verplanck  bill  of    1833,    Congressional 
Debates^  ix.  pp.  1216, 1217.    Compare  his  remarks  in  the  same  volume  at  p.  1579. 
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and  liquidation  that  followed  those  years.  Notwithstanding 
the  impending  reductions  of  duty  under  the  Compromise 
Act,  large  investments  were  made  in  the  business  in  the 
earlier  part  of  the  period.  Thus,  in  1885-86,  the  Amoskeag 
Company  began  on  a  large  scale  its  operations  in  Manches- 
ter, New  Hampshire.*  The  depression  at  the  close  of  the 
decade  checked  growth  for  a  while,  but  did  not  prevent 
new  investments  from  being  made  even  before  the  passage 
of  the  act  of  1842  settled  the  tariff  uncertainty.!  The 
best  informed  judges  said  that  the  causes  of  increase  or 
decrease  of  profit  had  been,  as  one  might  expect,  the  same 
as  those  that  produced  fluctuations  in  other  branches  of 
business;  and  they  made  no  mention  of  duties  or  of 
tariff,  f  Appleton's  account  of  the  stage  reached  by  the 
industry  finds  confirmation  in  a  careful  volume  on  the 
cotton  manufacture  in  the  United  States,  published  in 
1840  by  Robert  Montgomery.  This  writer's  general  con- 
clusions are  much  the  same  as  those  which  competent 
observers  reach  for  our  own  time.  Money  wages  were 
about  twice  as  high  in  the  United  States,  but  the  prod- 
uct per  spindle  and  per  loom  was  considerably  greater. 
The  cotton  in  his  time  was  not  so  well  mixed,  not  so 
thoroughly  cleaned,  not  so  well  carded  in  the  United 
States  as  in  England ;  but,  on  the  other  hand,  the  Amer- 
icans were  superior  in  ordinary  power-loom  weaving,  as 
well  as  in  warping  and  dressing.     Elaborate   tables  are 

*  Potter,  HiiUry  qf  Manchester,  p.  552.  The  Stark  MilU  were  built  in  1838, 
the  eeoond  Stark  Mills  in  1899. 

t  Earl,  Ifutory  (/Fa// Etoer,  pp.  35-37.  '' Frcnn  the  panic  of  1837,  which 
affected  every  burinefls  centre  in  the  coontrj,  Fall  Rirer  teems  to  have  speedily 
leooTcred,  since  within  a  few  yean  from  that  date  nearly  every  mill  in  the 
place  was  enlazi^ed,  though  only  one  new  one  was  built.*'    Ibid.,  p.  53. 

t  See  the  answers  to  circulars  sent  out  in  1845  by  Secretary  Walker  from 
T.  G.  Gary,  treasurer  of  a  Lowell  miU,  and  from  Samuel  Batchelder.  The 
latter,  our  most  trustworthy  informant  on  the  early  history  of  the  cotton 
manufacture,  writes  that  **the  increase  and  decrease  of  profit  from  1H31  to 
1844  have  conformed  very  nearly  to  the  general  prosperity  of  the  country.'' 
The  circulars  and  answers  are  printed  in  the  appendices  to  Walker's  Report, 
Exec,  Doc.,  1845-46,  vol.  ii..  No.  6,  pp.  215,  216,  313. 
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given  of  the  expenses  per  unit  of  prodnot  in  both  oonn- 
tries,  the  final  result  of  which,  when  all  things  were  con- 
sidered, showed  a  diffidrenoe  of  three  per  cent  in  &Tor  of 
the  American  mannfifiotnres.  Calculations  of  this  kind» 
which  are  conunon  enough  in  discussions  of  protectiTB 
duties,  are  apt  to  express  inadequately  the  multiplioity  of 
circumstances  which  affect  concrete  industry;  yet  thej 
may  gauge  with  &ir  accuracy  the  general  conditions,  and 
in  this  case  were  made  intelligently  and  without  bias.  It 
is  worth  noting  that  Montgomery  attributes  the  success 
of  the  Americans  in  exporting  cottons  to  greater  honesty 
in  manufiEusturing  and  to  the  superior  quality  of  their 
goods.* 

During  the  years  following  the  passage  of  the  act 
of  1842,  by  which  the  duties  on  cottons  were  increased 
largely,  the  manufietcturers  made  high  profits.  In  Secre- 
tary Walker's  Report,  and  in  other  attacks  on  protectiYe 
duties,  much  was  made  of  this  circumstance,  the  high 
profits  being  ascribed  to  the  new  duties.  The  protec- 
tionists denied  the  connection,  and  a  lively  controversy 
ensued.f  The  truth  seems  to  be  that  the  case  was  not 
different  from  that  usually  presented  in  economic  phe- 
nomena,—  several  causes  combined  to  produce  a  single 
general  effect.    The  high  duties  very  likely  served,  in 

*See  Montfiromery's  Cotton  Man^facturt,  pp.  29,  38,  82,  86,  91, 101.  The 
tablet  of  expentes  are  on  pp.  124,  125;  the  remarloi  on  quality  of  ffooda,  on 
pp.  ISO,  194;  on  wa^es  and  prodnet,  on  pp.  118-121,  123.  Montgomery  was 
anperintendent  of  the  York  Faotoriea  at  Saoo,  Maine,  of  which  Samnel  Bateh- 
elder  was  treasurer.  Allusions  to  Montgomery's  book,  and  confirmation  of 
some  of  his  oonolnsions,  may  be  found  in  Batchelder*S  Early  Proffress  qf  thm 
Cotton  Mamifactwrey  pp.  88  and  following. 

At  a  convention  in  favor  of  protection,  held  in  New  York  in  1842,  commit- 
tees were  appointed  on  various  industries.  The  committee  on  cottons  reported 
a  recommendation  to  Congress  of  minimum  duties  on  plain  and  printed  goods, 
but  added  that  these  duties  were  '*  more  than  is  necessary  for  much  the  largest 
part  of  the  cotton  goods,**  and  that  **  most  of  the  printed  calicoes  are  now 
offered  to  the  consumer  at  lower  prices  than  they  could  be  imported  under 
a  tariff  for  revenue  only.** 

tSee  T.  G.  Gary,  ResdU  qf  Mamtfactttres  at  Lowell,  Boston,  1845;  N. 
Appleton,  Beview  qf  Secretary  Walker^  a  Report,  1846;  and  the  speeches  of 
Rockwell,  Congr,  Globe,  1845-46,  pp.  1034-1037,  and  Winthrop,  ibid,.  Appendix, 
p.  969. 
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part,  to  enable  a  general  advance  of  profits  to  be  main- 
tained for  several  years.  But  there  was  also  an  increased 
export  to  China,  which  proved  highly  profitable.  More- 
over, the  price  of  raw  cotton  was  low  in  these  years,  lag- 
ging behind  the  advance  in  the  price  of  cotton  goods; 
and,  as  long  as  this  lasted,  the  manufacturers  made  large 
gains.  The  fact  that  prosperity  was  shared  by  the  cotton 
manufacturers  in  England  shows  that  other  causes  than 
the  new  tariff  must  have  been  at  work. 

On  the  other  hand,  when  the  act  of  1846  was  passed, 
the  protectionists  predicted  disaster;*  but  disaster  came 
not,  either  for  the  country  at  large  or  for  the  cotton  in- 
dustry. Throughout  the  period  from  1846  to  1860  the 
manufacture  of  cottons  grew  steadily,  affected  by  the  gen- 
eral conditions  of  trade,  but  little  influenced  by  the  lower 
duties.  Exact  figures  indicating  its  fortunes  are  not  to  be 
had,  yet  we  have  enough  information  to  enable  us  to  judge 
of  the  general  trend  of  events.  The  number  of  spindles 
in  use  gives  the  best  indication  of  the  growth  of  cotton 
manufacturing.  We  have  no  trustworthy  figures  as  to 
the  number  of  spindles  in  the  whole  country;  but  we 
have  figures,  collected  by  a  competent  and  well-informed 
writer,  in  regard  to  Massachusetts.  That  State  has  always 
been  the  chief  seat  of  the  cotton  manufacture,  and  its 
progress  there  doubtless  indicates  what  took  place  in  the 
country  at  large.  The  number  of  spindles  in  Massachu- 
setts, which  was,  in  round  numbers,  840,000  in  1881,  had 
nearly  doubled  in  1840,  was  over  800,000  in  1845,  and 
was  over  1,600,000  in  1860,  having  again  nearly  doubled 
during  the  period  of  low  duties.f  The  same  signs  of 
growth  and  prosperity  afe  seen  in  the  figures  of  the 
consumption  of  raw  cotton  in  the  United  States,  which, 

*Abbott  Lawrence  predicted  in  1846  that  "all  this  [a  greneral  crash]  wiU 
take  place  in  the  space  of  eighteen  months  from  the  time  this  experimental 
bill  ffoes  into  operation ;  not  a  speeie-pajin^  hank  doin^  business  will  be  fonnd 
in  the  United  States.'*  Letters  to  Bive$^  p.  12.  Appleton  made  a  similar  pre- 
diction in  his  Review  of  WaUctr^s  Beport^  p.  28. 

t  The  following  firnres  are  girmi  by  Samnal  Batchelder  in  a  Report  to  lAs 
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oompiled  independently,  reach  the  same  general  result. 
Between  the  first  half  of  the  decade  1840-^,  and  the 
second  half  of  the  decade  1860-60,  the  quantity  of  raw 
cotton  nsed  in  the  mills  of  the  United  States  about 
doubled.  The  annual  consumption,  which  had  been 
about  150,000  bales  in  1880,  rose  to  an  average  of  more 
than  800,000  bales  in  the  early  years  of  the  next  decade, 
and  again  to  one  of  more  than  600,000  bales  in  the  yeaia 
1860-^.  In  the  five  years  immediately  preceding  the 
civil  war,  the  average  annual  consumption  was  about 
800,000  bales.  During  these  years  the  consumption  of 
cotton  in  Great  Britain  seems  to  have  increased  at  very 
nearly  the  same  rate.*  Such  figures  indicate  that  the 
cotton  manufacture  was  advancing  rapidly  and  steadily. 
Another  sign  of  its  firm  position  is  the  steady  increase 
during  the  same  period  in  the  exports  of  cotton  goods, 
chiefly  to  China  and  the  East.  The  value  of  the  cotton 
goods  exported  averaged  but  little  over  $8,000,000  annu* 
ally  between  1888  and  1848,  rose  to  over  $4,000,000 
between  1844  and  1849,  was  nearly  $7,000,000  a  year 
between  1851  and  1856,  was  over  $8,000,000  in  1859,  and 
almost  touched  $11,000,000  in  1860.  An  industry  which 
regularly  exports  a  large  part  of  its  products  can  hardly 
be  stimulated  to  any  considerable  extent  by  protective 

BotUm  Board  ^  IVode,  made  in  1860  (paUished  separfttely ;  the  eaeential  pttt» 
printed  ako  in  Hiiftf*«  IfcrcAants'  Ifo^ortfie,  xIt.  p.  14) :  — 

Spindles  in  Maesachosetts :  -- 

In  1881, 940,000 

<•  1840, 624,000  (other  sources  make  it  665,000) 

<*  1840, 817,000 

<*  1800, 1,288,000 

"  1800, 1,019,000 

•*  1800 1,688,000 

For  New  England,  and  the  United  States  as  a  whole,  Batohelder  giTea  the 

followinsr  figorea,  taken  from  De  Bow,  for  the  years  1840  and  1860.    They  are 

not  entirely  iniaiworthy,  bat  may  be  accepted  as  ronghly  accurate.    We  add 

the  census  figures  for  1860 :  — 

Spindles  in 
New  England.  United  States. 

1840, l,097,(Xi0, 2,112,000 

1860, 2,761,000, 3,634.000 

1860, S.809,000 0,236,000 

*The  reader  is  referred  to  the  Appendix  to  this  number,  for  tablea  of 
the  cooBumption  of  cotton  and  of  the  exports  of  cotton  goods. 
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duties.  No  doubt,  the  absence  of  high  duties  had  an 
e£fect  on  the  range  of  the  industry.  It  was  confined 
mainly  to  the  production  of  plain,  cheap,  staple  cotton 
cloths,  and  was  not  extended  to  the  making  of  finer  and 
"fancy"  goods.  But,  even  under  the  high  protective 
duties  of  the  last  twenty-five  years,  the  bulk  of  the 
product  has  continued  to  be  of  the  first  mentioned  kind, 
and  cottons  of  that  grade  have  been  sold,  quality  for 
quality,  at  prices  not  above  those  of  foreign  goods ;  while 
comparatively  little  progress  has  been  made  in  the  manu- 
facture of  the  finer  grades.* 

The  situation  of  the  woollen  manufacture  differs  in  some 
important  respects  from  that  of  the  cotton  manufacture, 
most  noticeably  in  that  it  is  less  favorable  as  regards  the 
supply  of  raw  material.  The  maker  of  cotton  goods  is 
sure  of  securing  at  home  cotton  of  the  best  quality  at  a 
price  below  that  which  his  foreign  rival  must  pay.  But 
many  qualities  of  wool  cannot  be  produced  to  advantage 
in  the  United  States ;  while  others  cannot  be  grown  at  all, 
or  at  least,  notwithstanding  very  heavy  protective  duties, 
have  not  been  grown  in  fact.     Moreover,  the  raw  material, 

*Batohelder,  who  was  a  decided  advocate  of  proteotioii,  wrote  in  1861  a 
series  of  articles  for  the  Boston  Commercial  AdvertUer,  in  which,  after  compar- 
ing the  prices  and  qniditieB  of  English  and  American  ihirtings,  he  said :  "  The 
inquiry  may  then  be  made,  What  occasion  is  there  for  a  proteotiTe  duty  ?  The 
answer  is :  There  wonld  be  none  in  the  ordinary  conrse  of  bnsineas.  Bat  there 
are  sometimeB  occasions  when . . .  there  has  been  a  great  aocnmulation  of  goods 
in  the  hands  of  mannfactarers  abroad,  so  that,  if  crowded  on  their  market,  it 
would  depress  the  price  of  the  nsnal  supply  of  their  customers  at  home.  On 
such  occasions,  our  warehouse  system  affords  the  opportunity,  at  little  expense, 
to  send  the  goods  here,  where  they  may  be  ready  to  be  thrown  on  the  market 
to  be  sold,"  etc. 

In  Ellison's  Handbook  qf  the  Cotton  Trade  (1858),  it  ib  said,  at  p.  29:  *'It  is 
beliered  that,  had  it  not  been  for  the  free  trade  policy  of  Great  Britain,  the 
manufacturing  system  of  America  would  at  the  present  time  have  been  much 
more  eztensiTc  than  it  !■ ;  but  the  spinners  and  manufacturers  of  Lancashire 
can  as  yet  successfully  compete  with  those  of  Lowell,  though  for  how  long 
a  time  remains  to  be  seen,  for  the  latter  are  yearly  gaining  experience  and 
improving  their  machinery,  so  that  before  long  they  will  be  able  to  compete 
with  the  old  country,  more  especially  should  the  executive  [tic]  aboU^  the 
present  protective  system  adopted  with  respect  to  the  import  of  cotton  manu- 
factures.** 
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when  obteined,  is  neither  bo  uniform  in  quality  nor  00 
well  adapted  to  treatment  by  maohineij  as  is  the  fibre 
of  ootton.  Wool  is  of  the  most  diveise  quality,  Taiyin^ 
from  a  fine  silk-like  fibre  to  a  coarse  hairy  one.  A  process 
of  careful  sorting  by  hand  must  therefore  be  gone  througb 
before  manufacture  can  beg^.  In  some  branches  of  the 
industry,  the  qualities  of  the  fibre,  and  those  of  the  goods 
which  are  to  be  made  from  it,  call  for  more  of  im^wna^ 
labor,  and  admit  in  less  degree  of  the  use  of  machinery, 
than  is  the  case  with  cottons;  and  it  is  a  fiimiliaT  fisot* 
though  one  of  which  the  true  meaning  has  not  often  been 
grasped,  that  a  need  of  resorting  to  direct  manual  labor 
in  large  proportion  and  a  difficulty  in  substituting  machin- 
ery, constitute,  under  conditions  of  freedom,  an  obstacle 
to  the  profitable  prosecution  of  an  industry  in  the  United 
States.*  But,  on  the  other  hand,  certain  qualities  of  wool 
-are  grown  to  advantage  in  the  climate  of  this  country  and 
under  its  industrial  conditions,  especially  strong  merino 
wools  of  good  though  not  fine  grade,  of  comparatively 
short  staple,  adapted  for  the  making  of  flannels,  blankets, 
and  substantial  cloths.  At  the  same  time,  machinery  can 
be  applied  to  making  these  fabrics  with  less  difficulty  than 
to  the  manufacture  of  some  finer  goods. 

Our  information  in  regard  to  the  history  of  the  woollen 
manufacture  is  even  more  defective  than  that  on  iron 
and  cottons.  For  the  period  between  1880  and  1840,  we 
have  no  information  that  is  worth  anything.  In  1840, 
the  industry  was  confined  to  making  satinets  (a  substan- 
tial, inexpensive  cloth,  not  of  fine  quality),  broadcloths, 
flannels,  and  blankets.f  The  tariff  act  of  1842  imposed 
on  woollen  goods  a  duty  of  40  per  cent.,  and  on  wool  one 
of  three  cents  a  pound  plus  80  per  cent,  on  the  value. 
It  is  said  that  during  the  four  years  in   which   these 

*  I  raerve  for  another  oooarion  a  full  diaoiUBion  of  this  interestiiiff  and 
inqiortaiit  phase  of  the  international  trade  of  the  United  States. 

tSee  a  passage  quoted  from  Wade's  jFY6re  and  Fabric  in  the  Burean  of 
Statistics  B^pori  on  Wool  and  Man%facturts  qf  Wool,  1887,  p.  zlyii. 
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rates  were  in  force  a  stimulus  was  given  to  the  making  of 
finer  qualities  of  broadcloths,  the  development  being  aided 
by  evasions  of  the  ad  valorem  duty  on  wool.*  The  act, 
however,  did  not  remain  in  force  long  enough  to  make  it 
clear  what  would  have  been  its  permanent  effect  on  the 
woollen  manufacture.  Whatever  may  have  been  the  start 
made  in  these  few  years  in  making  finer  woollens,  this 
branch  of  the  industry,  as  is  generally  admitted,  well-nigh 
disappeared  under  the  duties  of  1846.  The  act  of  that 
year  imposed  a  duty  of  80  per  cent,  on  woollen  goods  in 
general;  but  fiannels  and  worsteds  were  admitted  at  25 
per  cent.,  and  blankets  at  20  per  cent.  On  wool,  also,  the 
duty  was  80  per  cent  Under  this  arrangement  of  duties, 
—  whether  or  not  in  consequence  of  it, —  no  develop- 
ment took  place  in  those  branches  of  the  manufacture 
which  needed  wool  that  was  subject  to  the  80  per  cent, 
duty.  The  finest  grades  of  woollens  were  not  made  at 
all.  But  the  manufacture  of  cloths  of  ordinary  quality 
(so-called  cassimeres  and  similar  goods),  and  that  of  blan- 
kets and  flannels,  continued  to  show  a  regular  growth. 
The  census  figures  are  not  of  much  value  as  accurate  sta- 
tistics, but  there  seems  no  reason  for  doubting  that  they 
prove  a  steady  advance  in  the  woollen  manufacture  as 
a  whole.f  The  growth  was  confined  mainly  to  those 
branches  which  used  domestic  wool;  but  within  these 
there  was  not  only  increase,  but  development.  The 
methods  of  manufacture  were  improved,  better  machinery 
was  introduced,  and  new  kinds  of  goods  were  made4     ^^ 

*Oro8Teiior,  Does  Protection  protect  f  p.  147;  Introdaetion  to  the  Tolnme 
of  the  Census  qf  1860  on  Mannfacturee,  p.  xzziii. 

t  The  cenras  fibres  on  the  wooUen  ouuin£sotare  are :  — 

Capital       Valne  of  Prodnct  Hands 

(in  million  dollars).  employed. 

1840,                  15.7                      20.  il.842 

18M,                  26.1                      43.6  84,R9S 

IWO,                  ao.8                     61.9  41,360 

The  fijcuree  for  1850  are  exolonTe  of  thoee  relating  to  hlanketi ;  for  1860, 
are  exclnsire  of  those  relating  to  woretedi. 

I  **  Eighteen  hundred  and  fifty  saw  the  snooeei  of  the  Crompton  loom  at 
LoweU  and  Lawrence,  on  which  were  made  a  fnU  line  of  Scotch  plaids  in  all 
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is  a  striking  fact  that  the  very  high  protective  duties 
which  were  imposed  during  the  Civil  War,  and  were 
increased  after  its  close,  have  not  brought  the  manufact- 
ure of  woollen  goods  proper  to  a  stage  substantially  differ- 
ent from  that  which  had  been  attained  before  1860.  The 
description  of  the  industry  which  the  spokesman  of  the 
Association  of  Wool  Manufacturers  gave  in  1884  is,  in  the 
main,  applicable  to  its  state  in  1860.  ^^  The  woollen  man- 
ufacture of  this  country  ...  is  almost  wholly  absorbed  in 
production  for  the  masses.  Nine-tenths  of  our  card-wool 
fabrics  are  made  directly  for  the  ready-made  clothing 
establishments,  by  means  of  which  most  of  the  laboring 
people  and  all  the  boys  are  supplied  with  woollen  gar- 
ments. The  manufacture  of  flannels,  blankets,  and  ordi- 
nary knit  goods  —  pure  necessaries  of  life  —  occupies 
most  of  the  other  mills  engaged  in  working  up  carded 
wool."  * 

Some  outlying  branches  of  the  woollen  manufacture, 
however,  showed  a  striking  advance  during  the  period  we 
are  considering.  The  most  noteworthy  of  these  is  the 
carpet  manufacture,  which  received  a  great  impetus  from 

their  beautiful  colorings,  as  well  as  star  twills,  half-diamonds.  .  .  .  Up  to  that 

time,  fancy  cassimeres  had  been  made  largely  through  the  Blackstone  Valley 

(in  Rhode  Island)  on  the  Crompton  and  Tappet  looms,  as  made  by  William 

Crompton.    As  early  as  1H40,  the  Jacquard  was  used  at  Woonsocket   and 

Blackstone.    From  1S50  to  1800,  fancy  cassimeres  made  a  rapid  advance,  and 

the  styles  ran  to  extremes  far  more  than  they  have  ever  since. ^*    Wade*s  Fibre 

and  Fabric^  as  quoted  above,  p.  xlviii. 

According  to  the  official  Statistical  Information  relating  to  Certain  Branches 

<if  Industry  in  Massachusetts^  1855,  at  pp.  57^^75,  woollen  goods  were  made 

in  1855  in  that  State  as  follows :  — 

Broadcloth  to  the  value  of $838,000 

Cassimeres  to  the  value  of 5,016,000 

Satinets  to  the  value  of 2,709,000 

Flannels  and  blankets  to  the  value  of 8,126,000 

Woollen  yarns  to  the  value  of 386,000 

*  Mr.  John  L.  Hayes,  in  the  Bulletin  of  the  Association  of  Wool  Manufact- 
urers^ xiv.  p.  116.  Mr.  Hayes  also  states  the  woollen  manufacture  to  be 
**  capable  of  producing  commodities  of  the  highest  luxury, —  rich  carpets,  fine 
upholsteries,  and  superfine  broadcloths  *^ ;  but  his  description  of  other  branches 
of  the  industry  is  similar  to  that  quoted  in  the  text  on  card-wool  goods.  **  The 
dress  goods  manufactured  are  fabricates  almost  exclusively  for  the  million,  the 
women  of  the  exclusive  and  fashionable  classes  supplying  themselves  mainly 
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the  application  of  newly  invented  machinery.  The  power 
loom  for  weaving  ingrain  carpets  was  invented  in  1841  by 
Mr.  £.  B.  Bigelow,  and  the  more  complicated  loom  for 
weaving  Brussels  carpets  was  first  perfected  by  the  same 
inventive  genius  in  1848.*  The  new  machinery  at  once 
put  the  manufacture  of  carpets  on  a  firm  basis ;  and,  in 
its  most  important  branches,  the  manufacture  of  ingrain 
and  Brussels  carpets,  it  became  independent  of  aid  from 
protective  duties.  A  similar  development  took  place  in 
the  manufacture  of  woollen  hose.  The  knitting  frame 
had  been  invented  in  England  as  early  as  the  sixteenth 
century,  but  had  been  worked  only  by  hand.  It  was  first 
adapted  to  machinery  in  the  United  States  in  1831,  and 
was  first  worked  by  machinery  at  Cohoes  in  New  York  in 
1832.  Other  inventions  followed ;  and  a  prosperous  in- 
dustry developed,  which  supplied  the  entire  domestic 
market,  and  was  independent  of  protective  duties.f  On 
the  other  hand,  hardly  more  than  a  beginning  was  made 
before  the  Civil  War  in  the  manufacture  of  worsted  goods. 
In  1860  there  were  no  more  than  three  considerable 
factories  engaged  in  making  worsteds,  and  the  imports 
largely  exceeded  the  domestic  product.^  Some  explana- 
tion of  this  state  of  things  may  be  found  in  the  compara- 
tively low  duty  of  25  per  cent,  which  worsteds  paid  under 
the  tariff  of  1846.  Something  was  also  due  to  the  fact 
that  the  worsted  industry  in  England  not  only  was  long 
established,  but  was  steadily  improving  its  methods  and 

throucfh  French  importations.  The  yast  carpet  mannfactnre  of  Philadelphia, 
larger  than  in  any  city  of  Europe,  has  its  chief  occupation  in  furnishing  carpets 
for  the  more  modest  houses.** 

*  See  the  sketch  of  Mr.  Bigelow*s  career,  up  to  1854,  in  Hufd''i  MerchanW 
Magazine^  xzx.  pp.  162-176. 

t  See  the  account  of  the  history  of  the  manufacture  of  knit  g^oods  in  the 
Census  of  1H60,  volume  on  Manufactures,  pp.  xxxix-zlv.  Compare  the  hrief 
sketch  hy  John  L.  Hayes  in  his  address  on  Prctection  a  Boon  to  Contumera 
(Boston,  1867),  pp.  9-11.  No  attempt  had  been  made  before  1860,  in  the 
United  States  or  elsewhere,  to  make  knit  goods  of  cotton. 

I  See  the  Introduction  to  the  volume  on  Manufactures,  Censua  qf  1860, 
pp.  xautvi-xxxix. 

From  the  figures  of  production  in  the  Census  of  1860,  and  from  those  of 
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machinery.  But  the  most  important  cause,  doubtleflBt 
was  the  duty  of  80  per  cent,  on  the  long  staple  comb- 
ing wool,  which  then  was  needed  for  making  worsted 
goods,  and  which  physical  causes  have  prevented  £rom 
being  grown  to  any  large  extent  in  the  United  States. 

The  greatest  difference  between  the  woollen  industiy 
as  it  stands  to-day  and  as  it  stood  before  1860  is  in 
the  large  worsted  manufacture  of  the  present,  which  has 
grown  up  almost  entirely  since  the  wool  and  wooUens  act 
of  1867.  The  high  duties  undoubtedly  have  been  a  cause 
of  this  development,  or  at  least  were  so  in  the  beginning ; 
but  a  further  and  important  cause  has  been  the  great 
improvement  in  combing  machinery,  which  has  rendered 
it  possible  to  make  so-called  worsted  goods  from  almost 
any  grade  of  wool,  and  has  largely  done  away  the  dis- 
tinction between  woollen  and  worsted  goods.  The  re- 
sult has  been  that  the  worsted  makers,  as  well  as  the 
makers  of  woollens,  have  been  able  to  use  domestic  wool ; 
and  it  is  in  the  production  of  goods  made  of  such  wool 
that  the  greatest  growth  of  recent  years  has  taken  place. 

The  tariff  act  of  1857  reduced  the  duty  on  woollens  to 
24  per  cent.,  but  much  more  than  made  up  for  this  by 
admitting  wool  practically  free  of  duty.  Wool  costing 
less  than  twenty  cents  at  the  place  of  exportation  was 
admitted  free,  which  amounted  in  effect  to  the  exemption 
of  almost  all  wool  from  duty.  Moreover,  dyestuffs  and 
other  materials  were  admitted  free  or  at  low  rates.  The 
free  admission  of  wool  from  Canada,  under  the  reciprocity 
treaty  of  1854,  had  already  been  in  force  for  three  years.* 

imports  in  the  Report  on  Commerce  and  Navigation  for  the  fiscal  year  18^-60, 
we  have  the  materials  for  a  comparison  of  the  domestic  and  the  foreign  supply 
of  the  most  important  kinds  of  woollen  g^oods.    The  fig^ores  are :  — 

Production,    Imports, 
1860.  1859-60. 

Woollens  generally  (including  flannels,  but  not  blankets, 

shawls,  or  yams), $43,500,000    $13360,000 

Carpets, 7360,000        2,200,000 

Worsteds, 8,700,000      12^00,000 

*  Large  quantities  of  combing  wool  were  imported  from  Canada  under  the 
reciprocity  treaty,  and  were  used  in  making  worsteds  and  carpets.  In  1866, 
when  the  treaty  was  terminated,  and  high  duties  had  been  imposed  on  wool  in 
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Ab  might  have  been  expected,  these  changes  served  to 
stimulate  the  industry ;  and  it  grew  and  prospered  during 
the  years  immediately  preceding  the  Civil  War.  A  remis- 
sion of  duty  on  materials  obviously  operates  mainly  to  the 
advantage  of  producers  and  middle-men  in  the  first  in- 
stance, and  brings  benefit  to  consumers  only  by  a  process 
more  or  less  gradual.  The  experiment  of  free  wool, 
with  a  moderate  duty  on  woollens,  was  not  tried  long 
enough  to  make  certain  what  would  be  its  final  results. 
But  it  seems  to  have  had  little,  if  any,  effect  on  the  prices 
of  domestic  wool;*  it  gave  a  distinct  stimulus  to  the 
woollen  manufacture;  and  it  must  have  tended  at  the 
least  to  cheapen  for  the  consumer  goods  made  in  whole 
or  in  part  of  foreign  wool. 

It  would  be  possible  to  extend  this  inquiry  farther,t 
but  enough  has  been  said  for  the  present  purpose.  In  the 
main,  the  change  in  duties  has  had  much  less  effect  on 
the  protected  industries  than  is  generally  supposed.  Their 
growth  has  been  steady  and  continuous,  and  seems  to 
have  been  little  stimulated  by  the  high  duties  of  1842, 
and  littie  checked  by  the  more  moderate  duties  of  1846 

general,  the  mAnnfeetaren  pleaded  hard  for  the  oonAiiiiied  free  admienon  of 
Canada  wool,  though  they  were  aottre  in  teeuring  the  general  high  datiee 
of  1867  on  wool  and  wooUens.  Bat  they  did  not  eneeeed  in  getting  the  Canada 
wools  free.  See  the  StaUmaU  qf  FacU  relative  to  Canada  WooU  and  the  Mamh 
faeture  qf  Worsteds,  made  by  the  National  AjHoeiation  of  Wool  Mannfaetnren, 
Boston,  1866. 

*  The  price  per  pound  of  medium  wool,  arranged  from  quarterly  quota- 
tions, was :  — 

eU.  ctM, 

InlSBS,    .    .    .    .    38|  InltfT,    ....    46 

58  **  1838,  .  .  .  .  ae 

42^  '•  18M,    ....    47 

88  **  1860,    ....    474 

45 

The  prioes  of  other  grades  mored  similarly.  The  panie  of  1857  eaused  a 
faU  in  1858,  but  in  the  foUowing  year  the  old  level  was  reeorered.  The  figures 
are  based  on  the  tables  of  wool  prioes  in  the  Bureau  of  Statisties  Report  on 
Wool  and  Mamitfactures  of  Wool,  1887,  p.  109.  The  morement  of  wool  prioes 
abroad  during  these  years  seems  to  haye  been  about  the  same. 

t  In  the  Introduetion  to  the  rolume  on  Manufaetures  of  the  Census  of  I860, 
to  which  reference  has  been  made  before,  there  is  a  useful  sketch  of  the  history 
of  rarious  branches  of  manufacture  up  to  that  date. 


**  1853, 
••  1864, 
•'  1865. 
'*  1856, 
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and  1857.  Probably  the  duties  of  the  last-mentioned 
yean,  while  on  their  fiice  proteotiye  duties,  did  not  baTe 
in  any  important  degree  the  effect  of  stimulating  indna- 
tiies  that  oould  not  have  maintained  themselves  under 
freedom  of  trade.  They  did  not  operate  as  strictly  pro- 
teotiye duties,  and  did  not  bring  that  extra  tax  on  con- 
sumers which  is  the  peculiar  effect  of  protectiye  duties. 
The  only  industry  which  presents  a  marked  exception  to 
these  general  conditions  is  the  manufacture  of  the  cruder 
forms  of  iron.  In  that  industry,  the  conditions  of  pro- 
duction in  the  eastern  part  of  the  United  States  were 
such  that  the  protective  duties  of  1842  caused  a  return  to 
old  processes,  and  an  enhanced  price  to  the  country  withr 
out  a  corresponding  gain  to  producers.  Even  under  the 
rates  of  1846  and  after  the  use  of  anthracite  coal,  the 
same  effect  can  be  seen,  though  in  less  degree. 

The  present  situation  is  not  so  different  as  is  generally 
supposed  from  that  which  existed  before  1860.  The  man- 
ufacture of  crude  iron  in  the  eastern  part  of  the  United 
States  now  presents  in  some  degree  a  case  of  the  effect  of 
a  pure  protective  duty.  But  at  present,  as  before  1860, 
the  great  textile  manufactures  are  not  dependent  in  any 
considerable  degree  on  protective  duties ;  and  the  produc- 
tion of  crude  iron  would  not  be  more  likely  now  than 
then  to  disappear  entirely  under  moderate  duties.  No 
doubt,  the  growth  of  manufacturing  industries  has  been 
greatly  stimulated  by  the  high  duties  which  have  been 
maintained  since  the  civil  war,  and  in  some  cases  stimu- 
lated beyond  the  point  at  which  they  could  maintain 
themselves  without  some  degree  of  protection.  But  ex- 
perience under  the  more  moderate  duties  of  the  earlier 
period  indicates  that  a  steady  growth  would  have  taken 
place  in  any  event.  Some  branches  of  manufactures  may 
be  dependent  on  the  present  high  duties,  but  the  bulk  of 
them  probably  would  have  reached  something  like  their 
present  position  under  a  much  more  moderate  system. 

F.  W.  Taussig. 


NOTES   AND   MEMORANDA. 


Me.  Worthixgton  C.  Ford  has  printed,  from  the  Jefferson 
papers  deposited  with  the  Department  of  State  at  Washing- 
ton, a  Report  of  the  Committee  of  Lords  of  the  Privy  Coun- 
cil on  the  TVade  of  Cheat  Britain  and  the  United  States. 
The  document,  which  is  dated  1791,  and  was  prepared  for  use 
in  the  negotiations  for  regulating  the  intercourse  between  the 
two  countries,  contains  much  interesting  and  valuable  matter 
on  our  early  economic  history.  Mr.  Ford  has  appended  to  it 
the  bills  introduced  in  Parliament  in  1783  for  regulating  the 
trade  with  the  United  States. 

A  great  mass  of  unpublished  material  of  this  kind  is  con- 
tained in  the  Jefferson  and  Hamilton  papers.  Among  the 
Hamilton  papers,  for  example,  is  the  correspondence  on 
which  Hamilton  based  his  Report  on  Manyfacturee,  Secre- 
tary Bayard  has  approved  the  project  of  publishing  these 
documents,  under  the  editorship  of  Mr.  Ford.  It  remains  to 
be  seen  whether  Congress  will  make  the  necessary  appropria- 
tions. 


A  FURTHER  development  of  the  system  of  compulsory  insur- 
ance has  taken  place  in  the  passage,  on  December  28,  1887, 
of  an  Austrian  act  for  insurance  against  accident.  The  Aus- 
trian legislation,  while  following  in  its  main  lines  that  of 
Germany,  differs  in  some  respects.  The  most  important  dif- 
ference is  that  the  insuring  associations  are  not  organized  by 
occupations,  but  by  geographical  districts.  Instead  of  the 
Grerman  Berufsgenoesenechaft^n^  associations  are  to  be  estab- 
lished, in  general,  in  each  of  the  countries  of  which  Austria  is 
made  up,  and  are  to  be  conducted  under  government  superin- 
tendence. Again,  the  membership  is  not  made  up  as  in  Ger- 
many of  employers  only,  but  of  both  employers  and  employees ; 
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and  oonteilmtioiia  are  to  be  paid  by  both  bUmm  Thk 
however,  to  be  more  a  nominal  than  a  real  difEerenoe;  far 
employees  pay  only  ten  per  cent,  of  the  oontribiitioii%  or 
preminmii  Mid  their  infloenoe  in  management  is  not  likelj  to 
be  great.  Danger  tarifb  are  to  be  arranged,  aa  in  Germnny, 
for  aaaeadng  the  contribations  in  proportion  to  the  Tarjiiig 
probability  of  accident  in  different  oooapationa.  The  indemni' 
tiea  follow  the  German  model,  and  include  ezpenaea  of  eons 
pemriona  in  case  of  permanent  dinbility,  and,  in  caae  of  death, 
penaiona  to  the  widow,  children,  or  other  dependent  peraoiis. 
The  act  applies  to  workmen  in  factories,  iron-works,  mines,  to 
those  engaged  in  boilding  operations,  and  to  apprentices.  It 
does  not  sffect  sailors,  railroad  men,  or  public  employeee. 


Among  recent  changes  in  the  staffs  of  the  German  oniveni- 
ties,  we  note  that  Professor  Brentano  has  accepted  a  call  to 
Vienna,  and  has  resigned  his  position  at  Strasbnrg,  the  resig- 
nation to  take  effect  April  1.  His  place  at  Strasbaig  ia  to  be 
filled  by  A.  Sartorius  ron  Waltershaosen,  hitherto  profeasor  at 
Zarich,  and  known  to  American  students  by  his  writings  on 
our  social  problems.  We  note  also  that  W.  Hasbach,  hitherto 
professor  extraordinary  at  Greifswald,  is  to  go  to  Kdnigsber^g 
in  the  same  capacity. 


In  order  to  exhibit  clearly  the  extent  and  nature  of  the 
accumulation  of  cash  by  the  Treasury  of  the  United  States, 
the  following  table  has  been  compiled  from  the  monthly  state- 
ments, showing  in  a  condensed  arrangement  the  state  of  the 
Treasury  at  four  dates.  It  will  be  seen  that,  in  the  last  year, 
just  about  one  half  of  the  accumulation  of  cash  caused  by  the 
surplus  of  revenue  has  been  added  to  the  government  deposits 
in  banks.  The  large  increase  in  the  holding  of  gold  is  to  a 
great  extent  offset  by  the  diminution  in  net  silver,  this  being 
cut  down  by  the  extended  use  of  silver  certificates.  In  this 
respect  then  the  movement  is  partly  absorption  and  partly 
substitution  of  silver  for  gold  in -general  circulation. 
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The  amounts  are  given  in  millions  and  tenths  of  millions. 


April  1, 
1886. 

April  1, 
1887. 

Dec  1, 
1887. 

April  1, 
1888. 

CASH. 
Gold.       .... 
LeM  Certiflcatet,  - 

242.2 

90.8 

276.0 

94.1 
......  ifti  ft 

802.7 
90.8 

.    .....  *1 1  n 

310.8 
92.0 

SiWar,      .... 
Leai  Certificatat,  • 

177.0 
90.1 

.     ...     flA  0 

206.4 
131.9 

<    .  .    74  fi 

219.9 

168.1 

.   ...   fii  n 

235.4 
191.5 

....     i^H 

U.S.  Notes, 
Leai  Certificatet,  - 

42.2 

11.9 

28.3 
7.1 

23.1 
6.8 

..    H    -            1  fi     1 

33.1 
8.9 

....     9i  ^ 

Trade  Dollars,  bnllioii,    • 
Bank  Notes,     • 
Deposited  in  Banks, 

Total  Net  Cash, 

.2 

13.8 

282.6 

3.9 

.2 

19.9 

301.6 

6.8 

.1 

42.4 

329.3 

6.6 

.3 

61.2 

355.0 

LIABHJTIES. 

Matved  Debt  and  Int,  • 
Resenre  for  U.S.  Notes,  - 
5  %  Bank  Redemp'n  Fond, 
Held  to  Red.  Bank  Notes, 
Post^ffice  Account, 
Disbarsine  Officers'  Ace*  ts. 
Assets  of  Failed  Banks.  - 
Treas.  Drafts  Outstanding, 
Sundries,         ... 

Total  LiabiUties,      - 

17.3 

100.0 

10.7 

49.5 

3.8 

20.3 

.5 

3.6 

.5 

206.2 

34.9 

100.0 

8.9 

96.9 

5.1 

27.9 

.9 

4.2 

.9 

279.7 

13.5 

100.0 

7.9 

98.4 

34 

44.0 

1.6 

4.6 

.6 

274.0 

14.1 

100.0 

7.5 

91.7 

4.5 

27X> 

2.3 

2.8 

.7 

250.6 

FREE  CASH,   -       -       - 

76.4 

21.9 

55.3 

104.4 

Ths  Imperial  Insurance  Bureau  has  presented  to  the  Ger- 
man Reichstag  its  report  on  the  working  of  the  system  of 
accident  insurance  for  the  year  1886.  Sixty-two  JSerufs- 
genossenschafterij  or  associations  of  employees  for  effecting 
insurance,  were  in  existence,  and  insured,  in  round  numbers, 
3,473,000  workmen  employed  in  269,000  establishments.  In- 
demnities were  paid  for  nearly  10,000  cases  of  accident,  to  the 
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amonnt  of  1,712,000  marks.  The  expenses  of  the  JBmrtff^ffe- 
fUMMiifcAq/ten  contiiiae  to  be  large  in  proportion  to  their 
insnranoe  payments.  The  nmning  expenses  for  1886  were 
2,824,000  marks,  to  which  must  be  added  277,000  marks,  paid 
for  inrestigating  eases  of  accident,  for  arbitration,  and  for  pre- 
vention of  accidents. 

As  has  ah^ady  been  noted  in  these  pages,  the  present  sys- 
tem of  accident  insurance  has  been  criticised  on  the  ground 
that  the  machinery  costs  more  than  its  results  justify;  and 
there  certainly  seems  to  be  foundation  for  this  objection,  when 
it  costs  a  mark  and  a  half  to  pay  every  mark  of  indemnity. 
The  system  of  insurance  against  sickness,  which  is  managed 
by  the  public  authorities,  makes  a  much  better  financial  show- 
ing. It  is  possible  that  the  wish  to  get  a  larger  return  for 
the  expensive  organization  of  accident  insurance  led  to  the 
vote  passed  on  December  17th  last,  at  a  general  meeting  of 
delegates  from  the  JSert^sgenosaenschqfteny  to  the  effect  that 
it  was  expedient,  as  is  proposed  by  the  government  bill,  that 
old  age  insurance  should  also  be  carried  on  by  these  associa- 
tions. The  vote  was  40  to  24,  but  only  64  out  of  95  delegates 
took  part  in  it. 

The  change  which  the  distribution  of  English  agriculture 
has  suffered,  under  the  pressure  of  altered  conditions  of  the 
market,  is  clearly  shown  by  a  table  given  in  the  Agricultural 
Hetums  of  Cheat  Britain  for  1887.  The  average  proportion 
of  acreage  under  each  kind  of  crop  for  every  thousand  acres 
at  three  dates  is  given  for  Great  Britain  as  follows :  — 

1867.  1877.  1887. 

Aerea,  Aerei.  Acres, 

Wheat, 189  176  137 

Oats, 165  153  182 

other  corn 178  183  162 

Green  crops, 197  200  204 

Clover  and  grass, 224  250  282 

Sundries, 5  4  4 

Fallow, 62  34  29 

Total  of  arable  land,     .    .    .    1,000  1,000  1,000 

The  remarkable  shrinkage  of  wheat  cultivation  and  the  ex- 
tension of  the  space  given  to  oats  and  grass  crops  are  the 
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easily  recognized  resalts  of  widened  competition  for  the  supply 
of  that  product  which  is  transported  most  economically  in 
proportion  to  its  value. 

With  respect  to  the  effect  on  the  value  of  the  land,  an 
important  paper  was  read  at  the  meeting  of  the  British  Asso- 
ciation in  September  last  by  Mr.  6.  Auldjo  Jamieson,  of  Edin- 
burgh, entitled  JRecent  JUustrcUians  of  the  Theory  of  Hent  and 
their  I^ect  on  the  Value  of  Land.  Speaking  from  an  expe- 
rience of  unusual  extent,  especially  as  regards  Scotch  properties, 
Mr.  Jamieson  says :  — 

For  a  time,  when  first  the  fall  of  value  came  to  be  recognized,  not  as 
an  Incidental  circumstance,  but  as  a  permanent  economic  fact,  land  was 
virtually  unsalable ;  but  again  economic  forces  asserted  themselves, 
sellers  of  land  came  to  recognize  the  fall,  prices  of  land  descended,  and 
the  inevitable  result  has  begun  to  follow; .  .  .  and  buyers,  who  a  few 
years  ago  would  never  have  thought  of  purchasing  land,  are  now  buying, 
and  many  more  begin  to  think  of  it. 

As  the  result  of  some  extensive  sales  of  arable  land,  Mr. 
Jamieson  finds  such  property  worth,  at  present,  about  twenty- 
eight  years'  purchase,  which  is  to  l>e  compared,  not  with  the 
thirty  years'  purchase  formerly  obtained  in  the  same  districts, 
but  with  the  thirty-three  which  the  land  should  command,  in 
order  to  maintain  its  position  relatively  to  other  investments. 
This  fall  has  been  attended,  it  would  seem,  by  a  change  in  the 
character  of  the  demand.  "The  demand  for  land  as  a  form  of 
investment,  though  materially  reduced  in  intensity,  has  decid- 
edly grown  in  extent."  The  strong  desire  to  lay  field  to  field 
has  weakened,  and  "  no  small  part  of  the  land  now  being  sold 
is  being  acquired  in  parcels  much  smaller  than  was  usual  in 
former  times." 


The  favor  with  which  Mr.  Goschen's  measure  for  the  con- 
version of  the  English  3  per  cents,  is  received  marks  strongly 
the  downward  movement  of  interest  on  high  security.  In 
1884,  Mr.  Childers  carried  through  the  Debts  Conversion  Act 
of  that  year  (47  &  48  Victoria,  c.  23),  by  which  holders  for 
every  £100  of  3s  were  offered  their  choice  between  £102  of  2| 
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per  cents,  uid  £108  of  2}-  per  cent&,  the  new  Beooritiee  being 
in  both  cases  irredeemable  for  twenty  jrears.  ^  per  oenta. 
were  worth  at  the  time  924*  to  98 ;  bat  Mr.  Childers's  offer, 
not  supported  by  any  threat  of  reimbursement,  brought  in  only 
£22,862,696  of  8s,  being  defeated,  it  was  said,  by  the  inflnenoe 
of  the  bankers,  who  generally  reoeived  it  with  little  &T0r. 

Mr.  Goschen  is  now  able  to  require  holders  of  8s  to  choofla 
between  their  capital  and  a  new  security,  which  falls  to  2f  per 
cent,  in  April,  1889,  to  2|  per  cent,  in  April,  1908,  and  be- 
comes redeemable  in  April,  1928.  The  2)-  per  cents.,  before 
the  measure  was  introduced,  stood  at  96^,  and  at  97  after  ita 
passage  in  the  House  of  Commons,  with  a  subsequent  decline^ 
however,  of  about  1  per  cent. ;  and  it  is  suggested  that  there 
b  now  some  *<  searching  of  heart"  among  those  who  impm* 
dently  refused  Mr.  Childers's  offer. 

The  JBeoncn^t  of  March  17  gives  a  table  showing  the  im- 
mediate rise  of  price  caused  in  the  soundest  class  of  securitiea 
by  the  general  belief  in  the  success  of  Mr.  Gosohen's  operation. 
A  few  examples  will  serve  for  a  comparison  with  the  extreme 
range  of  prices  reached  in  1884,  under  the  temporary  imprea- 
sion  produced  by  the  scheme  of  Mr.  Childers :  — 

Highest  in 
1884. 

MetropoliUn  Board  of  Woiki  8|8, 112 

liTOipool  Oorpormtion  8|8, 106 

Great  Noithcm  Debenture  4b, 127 

London  Si  North-weetem  Debenture  4e,    .    .    .      128 
Midland  Debenture  4e, 127 


Jan.1, 

Mar«h 

1888. 

188S. 

110| 

1141 

1061 

111* 

126 

13S 

128 

134 

126 

1» 
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GOVERNMENT  MONOPOLY  vs.  PRIVATE  COMPETITION. 

A  year  or  two  ago,  the  distingaished  French  publioiBt, 
M.  L6on  Say,  delivered  an  address  in  London  before  what  may 
be  termed  a  Personal  Rights  Convention,  in  which  he  called 
attention  to  the  growing  disposition  on  the  part  of  the  inhabi- 
tants of  all  civilized  countries  to  look  to  their  respective 
governments  for  the  performance  of  services  which,  until  re- 
cently, would  have  been  left  undone  unless  undertaken  as  the 
result  of  individual  or  corporate  energy.  The  argument  ad- 
vanced by  M.  Say  was,  in  substance,  that  it  was  necessary  for 
the  protection  of  personal  rights,  on  political  no  less  than  upon 
economical  grounds,  that  a  stubborn  resistance  should  be  made 
to  this  popular  tendency ;  for,  if  not  arrested,  the  movement 
threatened  to  be  subversive  of  individual  liberty. 

It  is  obvious,  however,  that  this  demand  springs  from  a 
recognition,  bom  of  hard  experiences,  of  the  impossibility  of 
harmonizing  what  are  believed  to  be  social  rights  with  what 
are  now  called  the  old  systems  of  political  economy.  A  relief 
from  individual  and  corporate  tyranny  and  from  the  abuses  of 
private  monopoly  is  sought  through  the  medium  of  govern- 
ment intervention ;  and,  until  some  other  means  can  be  dis- 
covered and  applied  for  the  correction  of  these  evils,  it  is 
useless  to  hope  that  the  fast  rising  tide  of  public  opinion  can 
be  turned  and  put  upon  its  ebb.  In  the  absence,  therefore, 
of  an  alternative  remedy,  it  would  seem  to  be  much  the  wiser 
plan  to  endeavor  to  control  rather  than  arrest  a  movement 
which  has  gained  such  large  proportions,  particularly  as  there 
is  no  civilized  country  in  which  the  converse  theory  of  gov- 
ernment non-intervention  has  been  logically  carried  out. 

The  change  asked  for  presents  itself,  not  so  much  in  the 
form  of  a  revolution  as  of  a  demand  for  the  enlargement  of 
existing  functions.  Already,  it  is  said,  the  government  does, 
and  does  tolerably  well,  many  classes  of  work  that  might  be 
undertaken  by  private  citizens.  Why  should  it  not  be  per- 
mitted to  do  more  of  these? 

It  would  seem  to  be  possible  to  lay  down  some  general  rule, 
which,  until  some  more  acceptable  formula  can  be  brought 
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forward,  would  serve  to  control  the  demand  for  goyeminent 
interference  by  fixing  a  limit  upon  the  classes  of  work  which 
goyemment,  either  local  or  national,  might  reasonably  be  aaked 
to  perform  The  rale  proposed  would  take  this  form :  Got- 
emment  may  be  rightly  asked  to  undertake  those  senrioea  for 
the  efficient  or  economical  performance  of  which  a  monopoly 
is  either  desirable  or  necessary;  while,  contrariwise,  gOTem- 
ment  should  not  interfere  in  any  class  of  service  where  the 
best  results  are  secured  by  means  of  competition. 

The  adoption  and  application  of  this  test  would  concede 
more  in  both  directions  than  might  at  the  first  glance  be 
supposed.    With  the  town  and  city  governments  of  this  coon* 
try  there  is  no  general  principle  of  action.    All  of  these  have* 
taken  upon  themselves  duties  that  might  and  probably  would 
be  performed,  but  for  their  intervention,  by  private  enterprise. 
But  these  interventions  have  varied  in  different  localities. 
Thus  the  municipal  government  of  Philadelphia  supplies  its 
citizens  with  gas  and  water,  while  in  San  Francisco  both 
water  and  gas  are  furnished  by  private  corporations.    In  New 
York,  Boston,  Chicago,  and  other  large  American  cities,  water 
is  a  public  and  gas  a  private  service.    But,  apparently,  no  rule 
has  been  laid  down  which  would  serve  to  explain  why  one 
class  of  work  has  been  undertaken  and  the  other  ignored,  or, 
as  to  that  matter,  why  both  have  not  been  left  to  private 
enterprise.     But,  by  applying  the  formula  given  above,  it  is 
easy  to  understand  not  only  why  these   duties  come  within 
the  scope  of  government  action,  but  why  it  would  be  possible 
for  local   governments  to  enter  upon  classes  of  work  which 
they  have  thus  far  shown  little  or  no  disposition  to  undertake. 
One  system  of  water  supply  is  obviously  preferable  to  two, 
three,  or  more ;  for  of  necessity  the  mains  and  pipes  laid  down 
in  the  streets  have  to  be  large  enough  to  meet  extraordinary 
demands,  such  as  those  of  a  great  fire,  and  are  thus  quite 
adequate  to  meet  ordinary  requirements.     To  duplicate   this 
service  would  not  only  involve  the  annoyance  of  a  useless 
opening  up  of  the  streets,  but  would  in  the  end  compel  the 
consumers  of  water  to  pay  interest  in  the  water  rates  upon  an 
unnecessary  investment  of  capitJil.     Competition  could  by  no 
possibility  cut  down  these  rates  to  as  low  a  figure  as  it  would 
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be  possible  to  secure  by  means  of  a  well-managed  public  mo- 
nopoly, which  had  no  end  in  view  but  the  earning  of  a  suf- 
ficient income  to  defray  the  cost  of  management  and  the 
interest  upon  the  debt,  if  one  was  incurred  in  constructing 
the  works.  The  same  argument,  with  due  allowances,  is 
equally  applicable  to  the  proposition  that  a  municipal  corpora- 
tion should  undertake  the  work  of  manufacturing  and  supply- 
ing its  citizens  with  gas,  either  for  heat  or  light,  although  it 
is  held  by  the  civic  authorities  of  Paris  that  it  is  a  better  plan 
to  permit  the  creation  of  a  private  gas  monopoly,  under  strict 
official  supervision,  in  the  profits  of  which  the  government  is 
a  large  participant. 

But  the  plan  admits  of  further  extensions.  Assuming  that 
the  expense  to  the  consumers,  or  users,  will  be  limited  to  the 
interest  upon  the  investment  and  the  cost  of  well-regulated 
maintenance,  it  would  be  unquestionably  cheaper,  and  hence 
better,  to  have  local  governments  engage  in  the  work  of  sup- 
plying from  central  stations  electricity  for  light  and  power, 
and  steam  for  heat  and  power,  and  even  in  that  of  running 
street-cars.  This  may  seem  to  involve  radical  enlargements 
of  governmental  function ;  but,  logically,  such  increases  are 
quite  as  defensible  as  not  a  few  of  the  services  that  local 
governments  are  now  performing.  In  the  case  of  these  latter, 
it  is  force  of  custom,  and  not  variation  in  function,  that  makes 
these  seem  proper  and  fitting. 

The  application  of  this  principle  to  the  State  and  national 
governments  opens  up,  as  might  be  supposed,  a  broader  field. 
It  would  clearly  justify  the  national  government,  either  with 
or  without  the  participation  of  the  State  governments,  in 
taking  control  of  the  telegraph  and  railroad  systems  of  the 
country.  Whether  or  not  such  participation  should  be  ad- 
mitted is  a  question  which  would,  if  entered  into,  carry  this 
article  to  too  great  a  length,  and,  as  it  does  not  trench  upon 
the  general  theory,  need  not  now  be  considered.  But  it  will 
not  be  denied  that  if,  with  an  absolute  freedom  from  competi- 
tion, the  telegraph  and  railroad  systems  of  this  country  were 
carried  on  so  as  to  afford  the  people  the  greatest  convenience 
possible  in  reason,  at  a  cost  sufficient  to  defray  the  expenses 
of  maintenance,  and  say  three  per  cent,  interest  upon  their 
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present  yaloe,  the  cmnmnnity  would  obtain  from  them  Imger 
benefits  then  it  is  now  reoeiving,  at  a  oonsidenble  ledaetioar 
in  what  it  now  has  to  pay. 

If  a  thoron^  analysis  oonld  be  made,  it  wonld  probab^  1m 
found  that  the  people  of  this  eonntry  have  lost  more  than  Umj 
hare  gained  in  oonseqaenoe  of  oompetitfam  between  tekgrqik 
and  railroad  lines;  and  the  losses  thus  fxt  soslaiiMd,  dnriag 
the  period  in  which  we  have  been  supplying  onrselTea  with 
these  needed  fitoilities,  are  small  oompaied  with  what  thej 
will  be  in  the  fature,  when  competition  sets  in  for  a  diTiaum  of 
the  profits  in  those  localities  where  ample  fseOities  already 
exist. 

The  results  of  telegraph  competition  are  so  well  known  that 
they  hardly  need  to  be  more  than  mentioned.  They  have  led 
to  the  absorption  of  one  rind  company  after  another,  with 
their  parallel  and  eipensiye  because  unnecessaiy  linea,  with 
at  the  same  time  a  large  interjection  of  fictitious  capital  upon 
which  interest  has  to  be  earned.  But,  it  may  be  said,  the 
existing  competition  b  likely  to  be  more  permanent  becanae 
established  upon  more  solid  ground.  Tet  even  assuming  tlu% 
if  the  rival  companies  can  earn  dividends  at  ftTMfcing  ratesi  the 
competition  is  none  the  less  a  loss  to  the  community.  In  the 
struggle  to  obtain  business,  two  or  more  offices  are  opened  in 
each  City  or  town  where  one  would  amply  suffice.  Two  dis> 
tinct  staffs  of  officers,  operators,  and  line  men  have  to  be 
maintained ;  while  the  work  of  construction  and  repairs  going 
on  upon  two  separate  but  parallel  lines  is  obviously  more 
expensive  than  if  the  same  number  of  wires  were  run  and 
maintained  under  one  system  of  management.  If,  on  the 
other  hand,  dividends  are  not  earned,  then  it  becomes  only  a 
question  of  time  when,  tacitly  or  avowedly,  some  form  of  con- 
solidation takes  place  for  the  establishment  of  a  higher  rate  of 
tolls.  It  would  seem,  therefore,  that  the  best  results  were  to 
be  obtained  by  the  creation  of  a  telegraph  monopoly. 

With  the  railway  systems  the  conditions  are  more  complex ; 
but  it  is  equally  susceptible  of  proof  that  it  would  be  of  advan- 
tage to  the  community  if  with  them  competition,  in  the  ordi- 
nary sense  of  the  term,  could  be  prevented.  Not  to  take  up 
such  fiagrant  cases  of  loss  to  the  community  as  the  building  of 
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the  West  Shore  and  the  Nickel  Plate  roada,  where  an  inevi- 
table consolidation  has  already  been  effected,  and  where,  with 
no  material  increase  in  facilities,  interest  has  to  be  earned 
upon  a  uselessly  invested  capital,  attention  may  be  turned  to 
the  ordinary  conditions  of  railroad  business, —  though  paren- 
thetically it  may  be  remarked  that  experiences  similar  to  those 
just  referred  to  are  likely  to  be  of  much  more  frequent  occur- 
rence in  the  future  than  they  have  been  in  the  past.  It  is 
probable  that,  with  increased  terminal  facilities  and  a  few 
other  slight  changes,  either  the  New  York  Central  or  the 
Pennsylvania  Railroads  could  transport  all  of  the  freight  and 
passengers  that  are  now  carried  between  the  North-eastern 
and  the  Central-western  and  North-western  States  of  the 
Union.  Indeed,  it  is  not  unlikely  that  in  a  generation  or  two 
hence  each  of  these  roads  will  do  fully  that  amount  of  busi- 
ness. If,  at  the  present  time,  this  business  was  thus  consoli- 
dated, its  transaction  would  manifestly  involve  a  much  smaller 
expenditure  of  money  than  is  required  by  existing  conditions. 

It  may  be  said  in  reply  to  this  that,  in  suggesting  such  a 
method  of  centralization,  no  account  is  taken  of  local  or  way 
business,  and  of  the  need  of  giving  to  those  residing  at  widely 
separated  intermediate  points  ample  facilities  for  transporta- 
tion. Of  course,  local  needs  must  be  considered ;  but  it  does 
not  follow  from  this  that  one  after  the  other  these  local  roads, 
instead  of  being  feeders  and  sources  of  supply  to  certain  great 
through  systems,  should  enter  into  the  competition  for  trans- 
continental business.  If  we  assume  that  there  was  not  now  a 
mile  of  railroad  built  in  the  United  States,  and  that  it  was  the 
intention  of  a  great  company  or  of  the  national  government  to 
give  to  the  people  the  equivalent  of  the  railroad  facilities  they 
are  now  enjoying,  with  the  greatest  economy  in  outlay,  one 
may  be  sure  that  the  comprehensive  plan  thus  prepared  would 
bear  slight  resemblance  to  the  existing  order  of  things ;  and  it 
may  be  added  there  would  be  a  saving  in  expense,  by  the  sup- 
pression of  useless  construction,  amounting  in  the  aggregate 
to  hundreds,  if  not  thousands,  of  millions  of  dollars. 

Now,  the  point  songht  to  be  established  is  this :  that  these 
defects  of  unrestricted  competition  are  likely  to  be  much 
more  seriously  felt  in  the  future  than  they  have  been  in  the 


I 

I' 

h 
i 

I 
I 


858  QUABTXBLT  JOUBNAL  OF  ECOSOMSCa 

past.  Heretofore,  east  of  the  MuBonri  RiFer  there  has  been 
in  a  great  many  different  looalities  an  indiqmtable  need  of 
railroad  facilities.  In  a  large  degree,  these  have  been  map^ 
plied,  and  the  competition  of  the  future  will  not  eonmat  in 
endeavoring  to  open  up  an  undeveloped  territory,  bat  in  seek- 
ii^gy  by  means  of  new  lines,  to  take  a  share  of  the  bnaineaB  of 
railrofids  that  have  already  established  themselves.  That  ia 
to  say,  numerous  variations  will  be  played  on  the  theme  in 
accordance  with  which  the  West  Shore  and  the  Kickel  Flmte 
Railroads  were  constructed. 

As  to  such  matters  as  irregularity  in  rates,  discriminations 
in  charges  and  the  like,  these,  while  they  are  doubtless  indi- 
rect defects  of  subsisting  competition,  need  not  here  be  eon* 
sidered,  although  it  is  probable  that  they  would  be  corrected 
if  the  railroads  of  this  country  were  made  a  public  monopoly. 
Indeed,  there  is  some  danger  that  the  mania  for  r^nlarity, 
which  in  the  postal  system  compels  equal  payments  for  great 
and  small  services,  would  exhibit  itself  in  tiie  management  of 
the  telegraphs  and  the  railroads,  and  that  we  should  have  to 
complain,  not  that  the  charges  were  unjustly  irregular,  bat 
that  they  were  unjustly  regular. 

What  our  national  government  might  succeed  in  doing  with 
the  railroads  and  telegraphs  of  this  country,  if  it  took  complete 
control  of  them,  is  best  shown  in  the  success  that  has  attended 
its  management  of  the  postal  service.  There  is  no  intrinsic 
reason  why  the  duty  of  carrying  and  delivering  letters  and 
papers  should  not,  in  this  country,  have  been  left  to  private 
enterprise.  Twenty-five  years  ago,  Wells,  Fargo  &  Co.  main- 
tained a  postal  service  which  extended  all  over  the  Pacific 
slope ;  and,  although  the  postal  charges  were  high,  the  duty 
which  they  performed  was  a  valuable  one,  and  was  largely 
made  use  of  by  the  people  of  the  extreme  West.  The  system 
passed  into  disuse  in  consequence  of  the  improvements  which, 
after  the  close  of  the  Civil  War,  the  government  was  able  to 
introduce  into  its  postal  service.  But  there  has  not  been  a 
year  from  that  time  to  this  that  great  improvements  have  not 
been  made.  The  national  postal  system  has  nothing  to  fear 
in  any  comparison  that  may  be  instituted  between  the  rapid- 
ity and  extent  of  its  development  and  the  rapidity  and  extent 
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of  the  development  of  the  railway  and  telegraph  systems  of 
this  country.  Its  growth  has  been  proportionately  greater, 
its  managers  have  made  vastly  larger  relative  reductions  in 
the  rates  of  charges,  and  have  been  quite  as  zealous  in  seeking 
to  introduce  new  and  improved  methods  as  any  of  the  rail- 
road magnates  or  telegraph  kings.  If  it  were  not  for  the 
political  opposition  of  the  large  express  companies,  the  post- 
office  department  would  make  serious  inroads  into  the  express 
business  of  this  country.  As  it  is,  the  little  work  of  this  kind 
that  it  does  is  carried  on  with  such  a  degree  of  economy  as  to 
make  it  utterly  hopeless  for  the  express  companies  to  think  of 
competing  with  it.  Now,  it  cannot  be  said  that  these  advan- 
tages have  been  secured  by  marked  superiority  in  manage- 
ment. On  the  contrary,  the  post-office  department  has  had  to 
carry  on  its  work  in  the  face  of  many  obstacles  to  its  efficient 
performance,  and  often  with  assistants  that  few  private  com- 
panies would  employ  for  such  purposes.  The  gains  that  it 
has  made  have  been  the  inevitable  results  of  a  public  monop- 
oly controlled  with  a  reasonable  amount  of  good  judgment. 

It  will  be  said.  But  it  would  not  be  safe  to  trust  the  govern- 
ment with  such  large  powers  and  responsibilities  as  would  be 
obtained  by  placing  in  its  exclusive  charge  the  control  of  the 
railroad  systems  of  this  country.  At  this  point,  the  root  of  the 
whole  matter  is  touched.  Perhaps  it  would  not  be  safe ;  but 
such  an  admission  does  not  in  any  way  qualify  the  force  of  the 
argument  here  advanced,  which  is  a  definition  of  the  duties 
which  government  may  be  rightly  asked  to  perform.  A  man 
who  carries  on  a  mercantile  business  amounting  to  tens  of 
thousands  of  dollars  a  year  will  do  well  not  to  trust  wholly  to 
his  memory,  but  have  his  accounts  kept  by  some  one  who  thor- 
oughly understands  book-keeping.  If,  however,  the  man  whom 
he  employs  is  a  rascal,  the  change  may  be  for  him  a  disastrous 
one,  and  he  would  have  fared  better  if  he  had  continued  his 
old  practice  of  keeping  his  accounts  on  his  thumb-nails  or  in 
his  head.  But  his  experience  could  hardly  be  cited  as  a  proof 
of  the  folly  of  systematic  book-keeping.  So,  too,  in  the  ques- 
tion of  the  powers  that  may  be  granted  to  government :  if  the 
government  is  untrustworthy,  then  the  less  that  it  is  given  to 
do,  the  better.    But  the  fault  clearly  lies  with  the  government, 
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and  not  with  the  theory  here  admnoed  of  what  its  duftifla 
■hoold  be. 

It  b  probable,  however,  that,  eoniidered  from  an  ndminie- 
tratiire  point  of  view,  onr  govemmenti  with  all  Ha  admitted 
defects,  is  fairly  repretentative  of  the  people;  and,  oonaiderii^ 
the  magnitude  of  the  woib  that  it  undertakea,  it  peffonna  ita 
aervice  with  as  high  a  degree  of  effidenoy  as  wonld  be  attained 
by  private  oompanica  attempting  to  carry  on  similar  enter* 
prises.  Certain  classes  of  work  which  the  national  gorem^ 
ment  has  taken  apon  itself  to  execute  have  been  of  an 
exceptionally  high  order.  The  signal-senrice  sjrstein  haa  n 
deservedly  high  reputation;  the  habits  and  haonts  of  the 
various  species  of  salt-water  fishes  have  been  studied  by  gov- 
ernment offidals  with  a  patience  and  care  that  have  been  pio> 
ductive  of  great  practical  results ;  while  the  work  of  our  gov» 
emment  geological  survey  has  attracted  and  won  the  praise  of 
those  everywhere  who  are  best  qualified  to  judge  of  the  Talne 
of  such  services.  It  is  inherentiy  probable  that  equal  indoatry; 
honesty,  and  enterprise  would  be  shown  in  such  new  depart- 
ments  of  work  as  the  government  should  see  fit  to  take  np. 

The  second  limitation  in  the  general  proporition  laid  down 
above  does  not  need  to  be  explained  or  argued  at  great  length. 
Where  competition  is  obviously  producing  better  results  than 
could  be  secured  by  means  of  monopoly,  few  would  think  of 
urging  that  the  government  should  interfere.  But,  unfortu- 
nately, it  sometimes  happens  that  the  advantages  thus  obtained 
are  not  plainly  to  be  seen  at  a  glance.  The  government  in- 
directly prevents  a  desirable  competition  by  adopting  a  policy 
of  industrial  protection,  and  is  applauded  by  millions  of  its 
citizens  for  so  doing.  Of  late,  it  has  become  one  of  the  cardi- 
nal doctrines  of  the  labor  organizations  that  the  contract  sys- 
tem in  all  public  works  should  be  prohibited,  although  die 
experience  of  private  individuals  is  that  in  miscellaneous  works 
of  construction  it  is  cheaper  and  better  to  have  work  done  by 
contract  than  to  attempt  to  do  it  one's  self.  The  most  suc- 
cessful factories  are  those  where  the  piece-work  plan  is  an 
established  rule,  thus  permitting  a  keen  and  incessant  compe- 
tition. But  this  clause  of  the  proposition,  when  considered 
abstractly,  is  not  likely  to  be  denied,  and  hence  hardly  needs 
further  amplification. 
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If  pablio  offices  are  to  be  considered  party  spoils,  then  it 
will  hardly  be  safe  to  add  hundreds  of  thousands  of  new  office- 
holders to  the  scores  of  thousands  who  are  now  in  existence, 
no  matter  how  desirable  in  theory  such  additions  might  be. 
But  if  the  civil  serrice  could  be  placed  upon  a  reasonably  non- 
partisan basis,  if  permanency  in  employment  could  be  secured, 
no  reasonable  objection  could  be  made  to  a  very  large  augmen- 
tation in  the  functions  of  government. 

OsBOBNii  Howes,  Jb. 


ELEMENTS  OF  WAGES. 

The  writer,  led  to  consider  the  subject  by  perusal  of  arti- 
cles in  the  Quarterly  Journal  of  JEconamics^  found  the  follow- 
ing illustration  useful  in  making  clear  to  him  the  composition 
of  ordinary  wages. 

The  owner  of  a  field  of  auriferous  sand  of  uniform  quality 
hired  four  men  to  dig  it  for  him,  paying  to  each  a  uniform 
percentage  of  the  amount  dug. 

A,  an  average  man,  worked  with  his  hands,  scooping  out 
the  earth  in  an  unintelligent  manner,  without  other  aid.  The 
portion  he  received  constituted  average  or  normal  wages. 

B,  an  exceptionally  large  man  with  huge  hands,  worked  in 
the  same  fashion,  with  greater  results.  His  portion  would 
then  represent  normal  wages  plus  an  increment  due  to  physi- 
cal superiority,  or  a  rent  upon  physical  ability. 

C,  an  average  man,  brought  a  rude  shovel,  which,  however, 
he  used  unintelligently  like  a  scoop,  but  yet  by  its  aid  pro- 
duced more  than  B  had  done.  His  portion,  then,  represents 
normal  wages  plus  an  increment  due  to  the  use  of  the  shovel, 
or  an  interest  upon  capital  invested  in  machinery. 

D,  a  man  of  average  physique,  but  of  superior  mental  capac- 
ity, also  brings  a  shovel,  and  by  skilful  handling  produces  the 
greatest  results  of  the  four.  This  represents  normal  wages 
plus  the  increment  due  to  the  use  of  the  shovel,  and  plus  a 
further  increment  due  to  superior  mental  ability ;  i.e.,  normal 
wages,  interest,  and  rent  of  ability. 

Normal  wages  is  the  value  of  the  product  of  the  average 
man's  unassisted  labor. 
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Rent  of  ability  expresses  the  valae  of  the  produot  due  to 
superior  intellectual  or  physical  ability,  and  bdonga  solely  to 
the  man  who  possesses  it. 

Interest  expresses  the  Tslue  of  the  increase  in  product  due 
to  the  use  of  appliances,  and  clearly  belongs  to  tbe  owner 
of  those  appliances.  Bat,  if  the  owner  is  not  the  naer,  the 
latter  would  gain  nothing  by  adopting  them;  and  henoe  the 
owner  is  compelled  to  offer  a  portion  of  this  interest  to  him 
as  an  inducement  to  use  them,  so  that  a  portion  of  the  gain 
from  using  machinery  is  always  an  element  in  ordinary 

0.  F.  Cbbho] 


THE  PROPORTION  OF  WAGES  TO  OTHER  FORMS  OF 

INCOME. 

Mr.  Edward  Atkinson  has  guned  for  himself  a  respeotable 
position  among  economists  and  a  well-deserved  reputatioii  aa 
an  accurate  and  painstaking  statistician.  The  public  are  gen- 
erally inclined  to  accept  the  results  of  his  statistical  inveatiga^ 
tions,  without  submitting  his  calculations  to  any  very  rigid 
analysis.  This  faith  in  Mr.  Atkinson  has  undoubtedly  a  sound 
basis,  so  far  as  it  is  founded  upon  a  sense  of  his  honesty  of  pur- 
pose and  industry.  Among  economists,  however,  especially 
among  those  who  believe  that  statistical  investigation  can 
rarely  be  fruitful  of  any  valuable  results  except  in  tbe  hands 
of  an  investigator  well  grounded  in  economic  theory,  Mr. 
Atkinson's  results  will  not  be  so  readily  accepted,  when  bia 
very  inadequate  comprehension  of  the  theories  of  Malthua  and 
Ricardo  are  called  to  mind. 

Of  late,  Mr.  Atkinson,  along  with  tbe  rest  of  the  world,  haa 
been  directing  his  attention  to  questions  of  distribution,  and 
mainly  to  what,  in  this  department,  is  undoubtedly  the  most 
important  statistical  fact  about  which  accurate  information  is 
needed.  This  fact  is  the  proportion  which  the  laborers'  share 
of  the  total  income  of  the  community  bears  to  the  share  en- 
joyed by  the  owners  and  controllers  of  land  and  capital.* 

•This  essay  has  been  republiahed  as  a  part  of  Mr.  Atkinson's  book,  The  IH^ 
tribuHon  qf  ProducU,  1886. 
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In  his  essay  What  makes  the  Rate  of  Wageef  Mr.  At- 
kinson claims  —  and  supposes  that  he  proves  statistically  — 
that  the  laborers  of  America  (in  which  class  he  includes  all 
salaried  and  professional  persons)  are  now  rewarded  for  their 
personal  efforts  by  receiving  90  per  cent,  of  the  aggregate  in- 
come of  the  community.* 

Now,  it  is  evident  enough  that,  if  this  computation  can  be 
sustained,  not  much  amelioration  of  the  condition  of  the  labor- 
ing classes  can  be  expected  &om  improvements  in  distribu- 
tion. The  complete  success  of  co-operation,  combined  with 
the  nationalization  of  the  land  or  of  the  establishment  of  an 
ideally  perfect  system  of  socialism,  would  augment  laborers' 
incomes  within  the  limit  of  11  per  cent.,  and  that  only  pro- 
vided as  much  was  produced  under  the  new  conditions  as 
under  the  old.  Such  a  percentage  of  gain  would  be  wholly 
insufficient  to  raise  the  recipients  of  wages  to  any  condition 
materially  superior  to  their  present  one,  and  it  would  be  at 
the  expense  of  the  total  annihilation  of  such  part  of  the  world's 
civilization  as  depends  upon  a  certain  portion  of  the  commu- 
nity possessing  incomes  sufficing  for  more  than  bare  material 
comforts. 

While  we  have  no  sympathy  with  the  idea  that  an  equal 
distribution  of  wealth  or  of  income  is  the  only  ideally  perfect 
distribution,  and  while  we  believe,  on  the  contrary,  that  a  con- 
siderable degree  of  inequality  is  an  absolutely  essential  con- 
dition of  any  highly  organized  and  fully  developed  society,  we 
do  not  think  that  anything  is  to  be  gained  by  distorting  facts 
or  by  trying  to  figure  out  that  the  well-off  absorb,  after  all, 
such  an  insignificant  part  of  the  total  product  that  it  is  hardly 
worth  an  anarchist's  time  to  despoil  them.    Figures  such  as 

•  ••  I  am  of  the  profoand  conriction  that  not  exceeding  10  per  cent,  can  be  set 
aside  as  either  rent,  interest,  profit,  or  9aving$"  p.  27.  Afterwards,  on  p.  90  in 
Appendix  I.,  he  estimates  the  **  sarings  of  other  classes  *'  as  half  this  10  per  cent. 
Taken  Hterallj,  this  would  seem  to  implj  that  this  Ave  per  cent,  of  the  product 
was  saved  oat  of  wages.  If  so,  it  is  a  part  of  and  not  a  proper  dedaction  from 
the  sum  total  of  wages.  A  man's  income  is  sorely  not  diminished  bj  his  saving 
something  ont  of  it.  This  woald  make  95  per  cent,  instead  of  90  per  cent,  the 
share  of  the  laborers.  It  is  probable,  however,  that  Mr.  Atkinson  intends  this  6 
per  cent,  to  cover  rents,  and  the  other  5  per  cent,  profits  and  interest;  and  that 
he  is  at  fanlt  onlj  in  osing  the  word  "  savings,'*  where  he  should  have  said  "  in« 
comes  of  rent,"  though  this  interpretation  conflicts  with  the  quotation  we  have 
made  from  p.  27,  where  he  distinguishes  these  "  savings  "  from  **  rent." 
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Mr.  Atkinson's  really  deoelTe  no  one.  That  Hbm  Uhamg 
olassss  reoeire  and  oonsame  96  or  eren  90  par  oe&t.  off  tha 
total  prodaot  of  the  United  Statea  is  ao  endenUj  false  as  to 
oonstitate  a  reducHo  ad  aimrdmm  of  the  ptoeaas  bgr  wlnek 
aaoh  a  reanlt  is  reached. 

We  propose,  therefore,  to  examine  Mr.  Atfclnaon'b  oompwU^ 
tions  in  hia  essay,  What  makes  the  Sate  qf  Wbgeef  andt  gbr 
ing  him  credit  for  the  care  and  aoooraoy  which  lilaiingniah 
him,  we  will  assnme  the  correctness  of  his  flgnrea^  only  erili. 
ddng  the  way  in  which  he  naea  them. 

In  Appendix  L,  p.  91,  Mr.  Atkinaon  anbmita  the  foUowiiig 
calculation:  — 

Apprmrimatt  wtimatm  of  tlM  Tilvt  of  smraal 

ptoduoiof  tlMOMwvTMr, $10,000,0001,000 

IXiniflttiA  faim  oooramptim  Mlimtttod,     .    .    .  l^OOOgOOQ^eOO 

CominsraiAl  ptodoflt, 90l,OOQyOOQg00O 

Sidiiuited  prafiti  of  ospitelkti, $400,000,000 

Wrtjmitud  aamngi  Cae)  of  oth»  oIiwm,     .    .    .      450,000,000  900,000^000 

WagwfoBd, $8,100,000,000 

Number  of  penom  onsaaed  in  aU  s»iiifiil  ooeii- 

patioiis,  imouid  fisnrw, 17,400,000 

Dednet  loldifln,  mftrinet,  and  p«noni  onsaaed 
in  snbordiiimte  pontioos  in  the  GoTerament 
■errioe, 100,000 

Remainder, 17,300,000 

Administratiye  force,  t.c.,  mental  rather  than 

mannal, 1,100,000 

Worldngr  force,  t.c.,  wa^  eamen  and  small 

farmen, 16,200,000 

Ayera^e   remuneration   of   the   admimttratiTe 

force  per  year,       $1,000 

Ayera^  wagree  or  earnings  of  the  working  force 

per  year ^432 

Now,  how  are  these  resalts  arrived  at  ? 

First,  the  total  *' commercial  product "  is  estimated  from 
the  censas  returns, —  a  difficalt  matter,  as  in  those  returns 
many  values  are  counted  twice  or  more;  t.^.,  first  as  raw 
materials  and  then  as  part  of  the  value  of  the  finished  gooda, 
and  values  are  computed  at  wholesale :  whereas,  for  the  pur- 
poses of  this  comparison,  they  must  be  computed  at  retail 
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prices.  These  matters  Mr.  Atkinson  has  adjusted  as  well  as 
he  could ;  and  we  may  accept  with  some  confidence  his  com- 
putation that  19,000,000,000  represents  the  annual  commercial 
product  of  our  country,  although  Mr.  Joseph  Nimmo,  Jr., 
chief  of  the  Bureau  of  Statistics,  makes  this  amount  $9,817,- 
900,630,  and  says  that,  as  some  products  have  been  omitted, 
he  has  no  doubt  that  ^  the  total  value  of  the  products  of  all 
industries  was  over  rather  than  under  $10,000,000,000,  per- 
haps in  very  considerable  measure."  * 

Then,  assuming  that  10  per  cent,  is  a  liberal  allowance  for 
profits  and  interest  combined,  he  very  naively  computes  the 
total  product  instead  of  the  total  capital  engaged  at  that  rate, 
and  thus  arrives  at  a  sum  of  $900,000,000  as  the  aggregate 
yearly^ gun  of  all  American  citizens  not  in  receipt  of  wages, 
salaries,  or  professional  fees. 

Deducting  this  amount  from  his  $9,000,000,000,  he  gets 
$8,100,000,000  as  a  "« wages-fund.''  He  should  have  deducted 
it  from  the  sum  of  $10,000,000,000,  thus  getting  a  sum  of 
$9,100,000,000  as  the  wages-fund.  For  his  $1,000,000,000  of 
domestic  farm  consumption  is  as  much  a  part  of  a  wages-fund 
as  any  other  part  of  the  annual  product,  and  it  really  forms  a 
part  of  the  remuneration  and  consumption  of  the  very  17,300,- 
000  persons  whose  earnings  he  is  endeavoring  to  calculate. 
With  this  correction,  Mr.  Atkinson's  computation  points  to 
$494  as  the  average  yearly  wages  of  the  wage-earners  in  the 
United  States,  $432  of  which  is  on  the  average  paid  in  cash, 
and  $62  pud  in  kind  or  board  wages  or  consumed  by  the 
producer.  But,  when  paid  entirely  in  money,  American  labor- 
ers receive  $492  per  annum  on  the  average. 

But  Mr.  Atkinson  and  others  have  shown,  I  think,  conclu- 
sively that  $432  represents  pretty  accurately  the  average 
annual  compensation  of  wage-receivers.  If  wrong  at  all,  that 
sum  is  certainly  too  large  rather  than  too  small.  Mr.  Atkin- 
son's estimate  of  $8,100,000,000  as  the  wages  and  salary  fund 
of  the  United  States  in  the  year  1880,  although  wrongly  ar- 
rived at,  must  be  nearly  correct. 

•Mr.  AtklnBon  himself  notloet  this  computatioii,  and  ohjuraoteristieally  pro- 
ceeds to  distribute  the  ezoeM  as  wages,  withoat,  apparently,  any  suspicion  that 
without  its  aid  his  result  as  to  average  wages  em,  if  anything,  on  the  side  of 
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We  hmTe,  then,  tl«000,000,000  which  Mr.  AtkiiMoa  doM 
not  aoooant  for;  or,  if  we  Moept  Mr.  Nimmo^  ealoulatiaiiy  we 
hmve  $2,000,000,000  of  anniial  prodnot  nnaooouitad  for.  Bmt 
a  far  more  eeriouB  error  than  thia  haa  been  oonunittod.  Hm 
eompatation  of  tlO,000,000,000  indndea  only  matoial  prad- 
votB.  The  Talne  of  aervioea,  whether  anoh  aenrioes  w«re  per- 
formed by  peraona,  hmd,  or  oapital,  haa  been  entirdy  omitted. 
Tet  theae  aervioea  are  ezaoUy  aa  mabh  a  part  of  the  anmnl 
prodaot  of  the  nation  aa  ita  floor  or  ita  pork.  A  noao  with  aa 
inoome  of  $5,000  will  expend,  perhapa,  1000  for  bovae  Teiit» 
1800  in  aervanta*  wagea,  1800  for  dootora'  and  lawyera^  faea^ 
aohooling,  and  pew  rente,  tSOO  in  traTelling,  oonoerta,  thnatrie, 
eto.  Probably  86  to  40  per  cent,  of  hia  expenditure  will  be 
for  aervioea  rather  than  prodnota.  And,  though  the  wage- 
reoeiver  ezpenda  a  leaa  proportion  of  hia  inoome  lor  eervioea» 
they  form  (inolnding  hooae  rent,  dootora*  billa,  etc)  oertainly 
15  per  oent.  of  hia  expenditure. 

Let  ua  aee  what  thia  rather  aerioua  omiarion  amoonta  to. 
And,  firat,  what  ia  the  annual  value  in  the  United  Stetea  d 
peraonal  aervioea?  Among  Mr.  Atkinaon*a  17,800,000  woriceiBy 
we  find  2,712,048  malea  and  1,861,205  femalea  engaged  in 
rendering  personal  and  profemional  servicee;  that  is,  4,074^- 
238  working  persons,  the  value  of  whose  labor  doea  not 
appear  in  the  value  of  any  material  product  whatsoever.*  Aa 
a  large  number  of  these  renderers  of  services  are  paid  partly 
in  board,  we  will  assume,  merely  for  the  purposes  of  thia  expo- 
sition, that  these  4,000,000  people  sell  their  services  at  an 
average  of  $800  per  year  each, —  not  an  extravagant  estimate, 
when  it  is  remembered  that  the  list  includes  clergymen, 
lawyers,  physicians,  actors,  etc., — and  that  the  average  wage- 
earner  gets  $482  per  annum,  more  than  40  per  cent,  above 
the  figure  we  have  named.  This  would  give  us  a  sum  of  per* 
sonal  services  amounting  to  $1,200,000,000,  which  is  just  aa 
much  a  part  of  the  yearly  product  of  the  nation  as  the  $10,- 
000,000,000  of  material  products  recogoised  by  Mr.  Atkinson. 

As  to  services  rendered  by  land  and  capital,  the  value  of 

*  It  will  be  observed  that  Mr.  Atkinson  includee  this  very  4,074,288  persons 
smong  his  17,300,000  producers  at  the  same  time  that  he  ezclades  what  they  pro- 
dnoe  from  the  sum  total  of  annual  products. 
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which  does  not  reappear  in  that  of  any  prodact,  we  have  made 
the  following  roagh  computation :  One-fifth  the  value  of  farms 
is  calculated  as  due  to  the  buildings  and  permanent  improve- 
ments upon  them.  If  we  assume  half  of  this  sum,  or  one- 
tenth  of  the  value  of  farms,  as  representing  the  dwellings 
upon  them,  we  have  $1,019,700,000  of  service-producing 
wealth.  The  residences  and  business  real  estate,  including 
water  power,  are  valued  in  the  United  States  at  the  sum  of 
t9,881,000,000.  The  value  of  the  use  of  business  real  estate 
and  water  powers  reappears  in  that  of  material  products ;  but 
the  rent  of  dwellings,  with  that  of  the  land  they  occupy,  does 
not  so  appear.  If  we  assume,  therefore,  that  these  latter  com- 
pose three-fourths  of  the  above  total,  we  have  a  further  sum 
of  service-rendering*  wealth  amounting  to  $7,410,000,000. 
And,  altogether,  we  have  a  sum  of  $8,429,700,000  of  such 
wealth,  which  at  8  per  cent,  per  annum  would  yield  a  rental  of 
$674,376,000. 

Horses  and  other  animals  hired  or  kept  for  pleasure,  rail- 
roads and  telegraph  companies  to  the  extent  in  which  they  are 
utilized  for  other  than  business  purposes,  together  with  the 
services  performed  for  us  by  various  other  forms  of  accumu- 
lated wealth,  would  perhaps  add  enough  to  this  sum  to  make 
it  in  round  numbers  $800,000,000  annually.  We  have  here 
another  $2,000,000,000  of  annual  income  which  Mr.  Atkinson's 
computation  fails  to  account  for.* 

We  have,  then,  as  the  total  annual  product  of  the  United 
States,  according  to  Mr.  Atkinson,  but  with  omissions  sup- 
plied :  — 

Material  prodacts  marketed, $9,000,000,000 

Material  prodacts  mmiarketed, 1,000,000,000 

Serrices  rendered  by  persom, 1,200,000,000 

Serricee  rendered  by  wealth, 800,000,000 

Total, $12,000,000,000 

Of  this  sum,  Mr.  Atkinson  shows  us  (and  in  these  figures  we 

*  That  this  compatation  is  a  moderate  one  woold  appear  from  the  fact  that, 
according  to  it,  the  arerage  expenditure  for  rents,  personal  senrioes,  pleasure, 
trayelllng,  etc.,  is  i,  or  16|  per  cent.,  of  income;  and  this  result  accords  with  what 
woold  be  expected  from  general  observation. 


868  QUAMTMBLT  JOURNAL  OF  WOOWOMIOB 

believe  him  to  be  ai  neftiiy  eorreot  ae  preaent  lUttflios  will 
aUow)  that 


10,800,000  iwoimoB  laboww  and  artiiani  olitMa  —  watw     •    •     $7,00O|O00^OOO 
And  that  1,100,000  Ubo(«n  of  }aghiu  elaM  oliteia  in  iMsaiid 

mIuIm  and  watM  tlie  ywily  nm  of l,100l,000>,000 

Total  lowaid  of  ptfWMMl  offoiti, $8,100,000^000 

LtaTiaf ,  aa  tha  ranMuismtkMi  of  otliar  faidaatrial  acaaiii  tlia 

yaaily  aom  of 8,900,000,000 

Or,  if  Mr.  Nimmo'a  oalmilalion  of  matarial  prodnote  ai  to  ba 

faeaiTed  aa  moia  aoeufate  than  Mr.  Atkinaoii*a,    ....      4,900,000^000 

In  Other  words,  the  Bom  total  of  the  annual  rentai  profita, 
and  interest  in  the  United  States  is  from  4^  to  6|-  times  what 
Mr.  Atkinson  assumes  it  to  be ;  and  the  owners  and  oontroUen 
of  wealth,  instead  of  reoeiving  only  9  per  cent,  of  the  total 
product,  reoeive  88^  per  cent,  to  87^  per  cent. 

That  this  calculation  is  not  seriously  out  of  the  way  oan  be 
shown  from  another  class  of  statistics.  The  aooumulaled 
wealth  of  the  United  States  is  calculated  in  our  oenaos  as 
amounting  to  the  sum  of  848,642,000,000,  all  of  it  income- 
producing,  except  the  greater  part  of  ^household  fumiture» 
etc.,  85,000,000,000,"  and  <<  churches  and  other  real  estate 
exempt  from  Uzation,  82,000,000,000."  Of  this,  87,000,000^ 
000,  if  we  assume  8642,000,000  to  be  income-producing,  there 
would  be  in  the  United  States  the  sum  of  837,000,000,000 
productive  of  income.  But,  for  the  purpose  of  this  oomputfr- 
tion,  the  sum  of  national.  State,  and  municipal  indebtedness 
must  be  added,  as  the  interest  paid  on  these  obligations  con- 
stitutes part  of  the  income  of  our  moneyed  classes.  And,  for 
a  like  reason,  we  should  add  the  capitalized  value  of  all  pat- 
ent rights,  charters,  franchises,  trade  secrets,  copyrights,  and 
monopolies.  These  two  sums,  taken  together,  cannot  well 
amount  to  less  than  88,000,000,000;*  and  we  have,  conse- 
quently, a  gross  sum  of  about  845,000,000,000  of  vested  inter- 
ests from  which  an  income  is  derived. 

Our  two  computations  indicate  that  this  income  is  from 
8|  per  cent,  to  11|^  per  cent,  of  the  principal.    Even  the  larger 

•  ThlB  sum  is  a  pare  tMomption  on  the  part  of  the  writer,  made  for  the  par- 
poee  of  preienting  arithmetically  the  confirmation  afforded  by  thii  independent 
calculation  of  the  som  total  of  incomes  other  than  wages. 
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of  these  percentages  will  not  appear  extravagant,  when  it  is 
remembered  that  in  this  community  money  is  worth  8  per 
cent,  when  the  security  is  as  absolutely  perfect  as  security  can 
be,  that  Eastern  merchants  pay  on  the  average  fully  6  and 
Western  merchants  from  7  to  12  per  cent.,  and  make  a  profit 
for  themselves  in  addition  considerably  in  excess  of  the  per- 
centage they  pay,  and  that  farm  mortgages  pay  an  average  of 
over  6  per  cent.* 

If  we  suppose  that  the  average  of  interest  paid  on  American 
loans  and  bonds  is  5^  per  cent., —  an  average  that  cannot 
be  far  from  the  truth, —  and  if  we  further  assume  that  the 
sum  total  of  profits  is  about  equal  to  the  sum  total  of  interests, 
—  a  supposition  frequently  made  in  the  discussion  of  economic 
questions, — we  should  expect  a  gross  return  of  rents,  interests, 
and  profits  equal  to  11  per  cent,  of  the  capitalized  value  of 
property. 

On  the  other  hand,  according  to  Mr.  Atkinson,  the  $45,000,- 
000,000  of  income-producing  capital,  land,  and  vested  interests, 
which  exist  in  the  United  States,  only  yield  to  their  possessors 
and  controllers  an  average  income  of  2  per  cent,  per  annum, 
and  this  while  3  per  cent,  can  be  obtained  from  borrowers 
offering  the  best  possible  security. 

Another  method  of  testing  these  results  can  be  found  in  in- 
vestigating the  proportion  between  annual  savings  and  gross 
profits.  It  may  be  assumed  that,  as  a  whole,  wage-receivers 
save  little  or  nothing.  The  only  apparent  exceptions  to  this 
are  the  farmers,  who  are  classed  as  wage-receivers  in  the 
census.  But,  though  this  class  saves  a  great  deal  annually  in 
the  aggregate,  few  or  none  of  them  but  expend  more  than 
such  part  of  their  income  as  accrues  to  them  as  wages.  All  of 
them  are  landlords  and  capitalists  as  well  as  laborers,  and  it  is 
because  of  the  addition  of  rent,  profits,  and  interest  to  their 
wages  that  they  are  enabled  to  save. 

The  salaried  and  professional  class  undoubtedly  lay  by  a 
considerable  proportion  of  their  income,  but  not  nearly  so 
great  a  proportion  as  landlords,  capitalists,  and  entrq>reneur8 

•  And  it  must  also  be  borne  in  mind  that  6  per  cent.,  in  addition  to  interest,  is 
not  the  arerage,  bat  rather  the  minimum  rate  of  profit  which  wiU  satisfy  busi- 
ness men. 
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do,  the  latter  being  pre-eminently  the  sftying  clais  of  the  com- 
mnnity. 

Awaming,  therefore,  thftt»  on  the  aTerage^  wage-ieoeiTen 
sare  little  or  noAingi  we  have  renta,  intereeti  proflti^  and 
laige  lalaries  aa  the  fond  from  whioh  the  annual  additioii  to 
the  national  wealth  can  be  made.  If  we  estimate  lovyv  sal- 
aries and  larffe  profesuonal  inoomes  at  t220»000,000,  m  90 
per  cent,  of  the  total  of  that  kind  of  inoomOi  we  haTtti  aocxirdi- 
ing  to  Mr.  Atkinson,  an  annual  fond  of  tl420,000,000  from 
whidi  savings  oan  be  made.  Elsewhere,  Mr.  Atkinson  in- 
forms OS  that  we,  as  a  people,  add  yearly  abont  1900,000,000  to 
our  aconmolated  wealth,  or,  in  other  words,  thoaj^  he  unao- 
ooontably  neglects  to  draw  our  attention  to  the  faefc,  our 
aooamulating  dasses,  the  very  classes  our  newspaper  eoono> 
mists  are  given  to  charging  with  reckless  extravagance,  eip 
pend  only  20  per  cent,  of  their  income  in  the  support  of 
themselves  and  their  families,  and  add  annually  80  per  cent, 
of  it  to  their  previous  accumulations. 

On  the  other  hand,  if  the  sum  from  whioh  accumulationa 
can  be  made  is  really,  as  we  have  here  somewhat  roughly 
computed,  between  $4^120,000,000  and  $5,120,000,000, 17^  per 
cent,  to  21 1  per  cent,  saved  will  give  us  the  sum  of  $900,000,- 
000  calculated  by  statisticians  as  added  yearly  to  our  accumu* 
lated  wealth.  This  proportion  (though  within  the  bounds  of 
reason,  while  that  which  results  from  Mr.  Atkinson's  figure 
is  simply  ridiculous)  is  yet  much  too  large,  which  circum- 
stance is  probably  accounted  for  by  the  fact  that  part  of 
this  addition  is  not  saved,  but  is  the  result  of  the  rise  in 
the  value  of  real  and  some  kinds  of  personal  property,  nat- 
ural to  a  community  in  which  population  is  increasing. 

There  is  yet  another  statistical  comparison  which  goes  to 
invalidate  Mr.  Atkinson's  results  and  confirm  ours.  Although 
the  writer  is  unable  to  furnish  the  exact  figures,  statistics  exist 
which  show  that  the  income  of  the  English  people  is  abont  the 
same  per  capita  as  that  of  Americans.  But  wages  with  us  are 
at  least  40  per  cent,  higher  than  with  them.  It  follows  from 
this  that,  if  in  America  90  per  cent,  goes  to  labor,  only  65  per 
cent,  goes  to  labor  in  England ;  and  that,  while  10  per  cent, 
goes  to  landlords  and  capitalists  in  America,  35  per  cent,  goes 
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to  them  in  England.  According  to  this,  as  the  rates  of  inter- 
est and  profits  are  lower  in  England  than  in  America,  the  ao- 
cumulated  wealth  of  England  most  be  more  than  fonr  times 
per  capita  that  of  America. 

On  the  other  hand,  if  in  America  only  66  per  cent,  of  the 
total  product  goes  to  wages,  47  per  cent,  of  England's  product 
would  go  to  laborers  there,  under  the  supposed  conditions; 
while  35  per  cent,  in  America  and  58  per  cent  in  England 
would  accrue  to  landlords,  business  men,  and  capitalists.  This 
would  make,  after  a  like  allowance  for  different  rates  of  inter- 
est, English  accumulations  per  capita  about  1|  times  Ameri- 
can, which  is  a  pretty  close  approximation  to  the  disparity 
between  the  two  nations  in  this  respect,  which  is  generally 

supposed  to  exist. 

Fbedebick  B.  Hawlet. 
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The  flgont  of  the  prodnetioQ  of  inn  an  fhxmb  igtntk  hj  B.  W. 
Sajnumd  in  the  apptndix  to  A.  a  Hewitfa  pMnrhVil^  A  Cmiimqf 
qf  Mimkg  tmd  MHaaurgif  m  tk€  Unk^  SkUi.  But  tiiroa|^  almasl 
the  irholB  ot  the  period  nndar  oonsidmtioii  the  iMisties  an  hope- 
iMdj  QDoertaiiu  Mr.  Baymond  aaemi  to  bare  foUoiied  in  pait  tin 
ignrae  of  Henzy  C.  Carey,  wboae  Btatementa  on  any  aafajeet  oofo* 
neoted  with  the  tariff  need  oarelol  watdiing.  Carey  (Hm  mm§  ^ 
/iifirtKi^  pp.  11,  12)  giTee  the  same  flgnrei  aa  Mr.  Baymond  lor  tin 
yeaia  IsaO-aSS,  and  for  the  anbeeqiient  yean  of  that  decade  hinta  a* 
a  general  de?eIopinent  similar  to  that  flgnzed  oat  by  Mr.  Baymood. 
Bee,  among  other  places,  his  Rtmem  qf  ik»  Report  qf  D.  A.  W^SU 
(1860),  p.  9.  All  figures  for  the  decade  an  nothing  mon  than 
guesses,  thoii|^  they  probably  sem  to  show  roii|^47  ^^^  ^>'**  ^^ 
aetnal  momment  of  prodoetlon.  The  most  discordant  statemepta 
an  made  in  rsgard  to  the  decade  184<MMK  We  preeent  in  parallel 
eohimns  the  figures  giyen  by  Baymond,  by  Carey  (giaismijf  qf  Im- 
ftfvKt,  as  dted  above),  by  Taylor  (SiaHtUa  qf  Coal^  Philadalphlai 
1866,  p.  48),  and  by  Grosvenor  (Doe$  Ptaieeiion  pmeetf  pp.  214-^(1). 
J.  M.  Swank  (^SMTteofi  Jrm  and  5im{  ^Moaafjoa  ISipoit,  1878,  p.  168) 
repeats  Carey's  and  Baymond's  figores,  ezoepi  in  giving  216^000  tone 
as  the  production  of  1842. 


STATXimTS  OF  THX  PKODUOTIOV  OF  lEOH,  184(MM). 

[OxoM  tout.— 000  omitted.] 


Tear. 

Raymond. 

Carey. 

T^lor. 

Oroarenor. 

IMO 

847 

SIO 

287 

847 

IMl 

880 

360 

1843 

280 

280 

8?6 

1048 

812 

888 

1844 

884 

388 

486 

427 

1846 

488 

600 

6«3 

486 

1840 

765 

765 

OKI 

1817 

800 

800 

600 

1848 

800 

800 

es8 

1848 

660 

660 

660 

1860 

665 

400 

The  figure  665,000  for  1850  is  that  of  the  census :  it  probably 
on  guesswork  as  mnch  as  any  of  the  other  figures.  Mr.  Grosvenor'a 
figfores  rest  on  a  critical  examination  of  Carey's  statements,  on  ingen- 
ions  nse  of  contemporary  data,  and  on  the  census  fig^nre  of  1850. 
Carey  wrote  with  a  strong  bias  towards  exaggerating  the  product^ 
and  Mr.  Grosyenor,  probably,  with  a  bias  the  other  way.  One  point 
seems  clear :  there  could  not  haye  been  an  increase  during  the  five 
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yean  between  1842  and  1847  from  280,000  to  800,000  tons,  snch  as 
is  indicated  by  Carey's  figpires,  which  Mr.  Raymond  follows.  The 
total  production  of  anthracite  iron  in  1847  was  not  120,000  tons. 
Deducting  this  from  the  supposed  total  of  800,000,  we  have  880,000 
as  the  production  of  charcoal  iron  in  1847  as  against  280,000  (chiefly 
charcoal)  in  1842.  Considering  the  small  scale  on  which  charcoal 
iron  was  made,  and  the  difficulty  of  increasing  rapidly  the  supply 
of  fuel,  it  is  not  possible  that  the  product  should  have  been  tripled  in 
fiye  years.  Either  the  figure  for  1842  is  too  low  or  that  for  1847  is 
too  high.  After  1850,  the  facts  are  clearer,  though  the  figures  are 
still  far  from  exact.  Beginning  with  1854,  we  have  the  figures  of 
the  Iron  and  Steel  Association,  which  are  doubtless  more  or  less  in 
the  nature  of  estimates  for  the  earlier  years,  yet  do  not  rest  so  much 
on  guesswork  as  the  figures  for  1840-50.  The  following  table  gives 
statements  for  the  years  1850-60.  The  first  colunm  gives  Raymond's 
figures,  the  second  those  of  the  Iron  and  Steel  Association,  and  the 
third  those  of  Lesley's  Iran  Manufacturer^  Guide  (Philadelphia, 
1859),  p.  750:  — 

STATEMENTS  OF   THE   PRODUCTION  OF   IRON,   1850-60. 

[000  omitted.] 


R*ymond. 

Iron  and  Steel  Aaao. 

Lesley. 

Tear. 

GrOMtODB. 

NettonB. 

GroHtona? 

1880 

663 

603 

1861 

413 

1862 

640 

600 

1868 

728 

1864 

082 

796 

725 

1866 

700 

784 

720 

1866 

788 

868 

813 

1867 

712 

796 

1866 

029 

706 

186S 

760 

840 

1800 

821 

919 

If  Raymond's  figures  are  reduced  to  net  tons,  they  will  be  found 
to  agree  fairly  well,  after  1854,  with  those  of  the  Iron  and  Steel 
Association  figures.  The  frequent  omission  to  state  whether  the 
gross  ton  of  2,240  pounds  or  the  net  ton  of  2,000  pounds  is  meant 
makes  the  fig^nres  uncertain.  The  gross  ton  was  generaUy  meant 
in  former  years ;  and  Lesley's  figures  probably  indicate  gross  tons, 
though  this  is  not  expressly  stated. 

The  statements  of  imports  have  been  taken,  up  to  1847,  from  the 
tables  in  Grosrenor's  Does  Protection  protect  f  pp.  198,  221.  For  the 
years  from  1847  to  1860,  they  have  been  compiled  independently  from 
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th*  Treasury  Reports.  Until  1954  (incluBive),  the  Treasury  Reports 
diride  bar  iron  into  ^  rolled  '*  and  ^  hammered,**  giving  separately  the 
imports  of  each  kind.  Railroad  iron,  dnring  this  period,  is  included 
in  the  rolled  bar.  After  1854,  however,  bar  iron  includes  both  ham- 
mered and  rolled  bar,  but  does  not  include  railroad  iron,  which  is 
separately  classed.  In  our  table,  therefore,  the  figures  in  column  six 
for  railroad  iron  state,  up  to  1854,  a  part  of  the  preyious  figures  in 
column  fiye  for  rolled  bar,  while  they  indicate  after  1854  an  addi- 
tional import. 

The  figures  in  column  two  profess  to  give  the  total  imports  in  terms 
of  pig  iron.  This  has  been  done  by  assuming  that  it  took  1^  tons  of 
pig  iron  to  make  a  ton  of  rolled  or  hammered  bar,  or  of  railroad  iron, 
and  by  adding  this  assumed  equivalent  of  pig  iron  to  the  imports  of 
pig.  This  conversion  into  pig  rests  on  the  authority  of  Lesley,  who 
states  {Iron  Manufacturers*  Guide,  p.  761)  that  \\  tons  of  pi^  are 
consumed  in  making  one  ton  of  bar,  and  of  French,  who  says  XHu- 
tory  of  the  Iron  Manufacture^  p.  156)  that  from  1^  to  l-^  tons  of  pig 
are  used  in  making  one  ton  of  iron  rails.  It  should  be  mentioned 
that  Swank,  in  the  Iron  and  Steel  Associaiion  Report  for  1875,  states 
that,  on  the  average  of  sixteen  years,  but  1  1-20  tons  of  pig  were  con- 
sumed in  making  one  ton  of  finished  bar;  but  Lesley's  and  French's 
statements  refer  more  particularly  to  the  period  here  considered. 
No  account  has  been  taken  of  the  imports  of  the  various  forma  of 
manufactured  iron, — anchors,  anvils,  tools,  and  machinery.  The 
duties  being  usually  ad  valorem,  the  customs  reports  state  mainly 
values,  and  not  weights.  The  import  in  these  forms  has  always  been 
large ;  and  if  it  were  considered,  as  of  course  it  should  be,  the  propor- 
tion in  which  imported  iron  supplied  the  consumption  of  the  country 
would  appear  still  larger  than  the  table  indicates. 


The  tables  on  page  384  give  tlie  consumption  of  cotton  as  stated 
in  three  sources.  The  first  figures,  both  for  the  United  States 
and  for  Great  Britain,  were  compiled  by  Mr.  B.  F.  Nourse  in 
1868,  for  the  National  Association  of  Cotton  IManufacturers  and 
Planters.  They  are  printed  in  the  Proceedings  of  the  convention  for 
organizing  that  association  (Boston,  1868),  and  are  also  printed  in 
the  Reports  of  the  United  States  Commissioners  to  the  Paris  Exposition  of 
1867,  vol.  vi..  Report  on  Cotton,  pp.  30-34,  76-80.  The  column 
headed  "Hunt"  gives  the  figures  for  the  United  States,  which  are 
printed  in  Hunt's  Merchant's  Magazine,  vol.  xlv.  p.  11.  The  col- 
umns headed  "  Bureau  of  Statistics  "  give  the  figures  printed  in  the 
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Quarterly  Report  of  the  Bureau  of  Statistics,  No.  8,  1885-86,  p.  801, 
which  are  stated  to  have  been  compiled  from  EUiflon's  Annual  Revietos 
of  the  cotton  trade.  Noorse's  and  Hunt's  figures  have  been  reduced 
to  bales  of  400  pounds.  The  Bureau  of  Statistics  figures  state  sim- 
ply the  bales,  without  indicating  their  weight.  The  average  weight 
of  the  cotton  bale  increased  steadily  throughout  these  years.  It  rose, 
for  the  cotton  used  in  the  United  states,  from  about  840  pounds  in 
1880  to  over  450  in  1860;  while  that  used  in  Great  Britain  rose 
from  about  800  pounds  in  1880  to  over  420  in  1860.  Allowance  must 
be  made  for  this  change  in  comparing  the  figures  of  the  Bureau  of 
Statistics  with  those  from  the  other  sources. 

The  figures  of  Nourse,  which  rest  mainly  on  the  annual  statements 
in  the  New  York  Shipping  List,  are,  doubtless,  the  most  trustworthy. 
They  agree  exactly,  for  the  years  1880-47,  with  those  given  by  Elli- 
son in  the  table  at  the  end  of  his  excellent  Handbook  of  the  Cotton 
TVade  (London,  1858).  For  the  years  1847-57  there  is  some  dis- 
crepancy between  the  figures  of  the  Handbook  and  those  of  Nourse, 
but  it  is  not  great.  Nourse's  figures  for  the  United  States,  as  repro- 
duced, give  for  the  years  1880-47  (inclusive)  the  total  consumption 
in  the  United  States,  and  for  the  years  1847-60  the  consumption  in 
the  North  only.  Nourse  makes  no  attempt  at  such  a  discrimination 
until  1848,  when  he  begins  to  state  separately  the  consumption  in 
the  South ;  ue.,  **  south  of  the  Potomac  and  west  of  Virginia."  This 
Southern  consumption,  which  has  not  been  included  in  our  table,  is 
etated  to  have  varied  from  a  minimum  of  02,000  bales  in  1848  to  a 
maximum  of  185,000  bales  in  1860.  *'  The  entire  spinning  capacity  of 
the  machinery  in  the  South  before  the  war  was  never  equal  to  the 
consumption  of  90,000  bales,"  says  Nourse.  The  Southern  consump- 
tion was  largely  for  miscellaneous  non-textile  purposes.  It  has  seemed 
best,  on  the  whole,  not  to  include  it  in  the  tabular  statement. 

The  statistics  do  not  agree  as  to  details,  and  none  can  pretend  to 
close  accuracy ;  but  they  indicate  clearly  the  steady  and  rapid  growth 
of  the  cotton  manufacture,  both  in  the  United  States  and  in  Great 
Britain.  Some  points  of  detail  may  be  noted.  All  the  figures  indi- 
cate a  great  decrease  in  British  consumption  and  an  increase  in  the 
American  consumption  in  1847,  the  year  after  the  passage  of  the  act 
of  1846 ;  while  there  is  a  sharp  increase  in  Great  Britain,  with  a 
decrease  in  the  United  States,  in  1851.  These  fluctuations  confirm 
the  conclusion  that  the  advance  of  the  cotton  manufacture  in  the 
United  States  was  little  affected  by  changes  in  duties,  but  depended 
mainly  on  the  general  state  of  business  activity. 
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ni  QBMAX  BBITAm 

MsUtadbj 


Bareaa  of 

Soreanof 

Tear 

Noune, 

Hunt, 

Statistics,  in 

Nonne, 

Statistics,  in 

eodlxiic 

in  bales  of 

in  bales  of 

bales  of  on- 

in  bales  of 

bales  of  un- 

Sept.  1. 

400  lbs. 

400  lbs. 

specified 
weight. 

400  lbs. 

qMClllad 
Weight. 

1880 

107.6 

610.0 

1881 

164.8 

666.7 

1888 

166.4 

603.3 

1838 

170.1 

717.6 

1884 

in.2 

768J( 

1836 

198.8 

706.3 

1886 

830.7 

868.8 

18ST 

311.0 

810.0 

014.2 

1838 

884.0 

880.0 

1,041.7 

1888 

868.0 

287.6 

964^ 

^ 

1840 

880.8 

8n.6 

1447.3 

1841 

888^ 

887.6 

1,006.3 

1843 

386.8 

863.5 

1,087.7 

1848 

883JI 

837.6 

838 

1,304.6 

US72 

1844 

867J 

867.6 

417 

1,860.0 

i^aa* 

1846 

808.6 

88r.O 

471 

1.616.6 

1,«88 

1846 

446.2 

487  J( 

481 

1,686.7 

1,661 

1847 

461.1 

487.6 

618 

1408U» 

i,2oa 

1849 

646.0 

632.6 

609 

1,441  Ji 

131ff 

1840 

640.3 

613.6 

608 

1.674.7 

1,887 

1860 

610.8 

470.0 

670 

1,470J( 

1.038 

1861 

408.8 

806.0 

467 

1,647.3 

1.68T 

1888 

630J» 

6036 

684 

1,840.0 

l^TT 

1868 

606.9 

663J( 

783 

1,903.3 

1,878 

1864 

688.7 

607.6 

716 

14M0.2 

1,874 

1865 

619.7 

600.0 

681 

8,007.7 

3,130 

1866 

664.6 

662.5 

770 

2.253.3 

2,170 

1867 

738.9 

800.0 

819 

2,066.0 

3.247 

1868 

499.7 

605.0 

685 

2.264.0 

1,961 

1859 

849.6 

927 

2,441.5 

3,179 

1860 

913.3 

972 

2,709.0 

2,660 

The  exports  of  manufactures  of  cotton  from  the  United  States 
during  the  period  here  considered  were  as  follows:  — 


EXPORTS  OF  MANUFACTURES  OF  COTTON  FROM  THE  UNITED  STATES. 

[000  omitted.] 


Ayerai^e  of  1826-80, fl,180.00 

**          «•    1831-«i, 1,706.00 

•«         "    1836-40, 3,070.00 

Year  1841, 3,123.00 

1842, 2,971.00 

1843, 3.223.00 

1844, 2,899.00 

1846, 4.328.00 

1846, 3,546.00 

1847 4,082.00 

1848, 5,718.00 

1849, 4,933.00 


Year  1850, $4,784.00 

1861, 7,841.00 

1852 7,672.00 

1853, 8,769.00 

1854, 6,636.00 

1855, 6.875.00 

1856, 6,976.00 

1857 6,116.00 

1858, 5,662.00 

1880, 8316.00 

1860 10,886.00 
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eaaay  on  the  luhjcct  in  Kncliih  which  couid  be  ctmsidered  a  veiy  valuable  one.    We  now  have  a  treMb 
will  compare  favorably  with  any  work  of  similar  compa»  in  any  other  lanipi^e. 
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ichoolt  and  cu]Ie)!eft.  In  no  country,  except  pofsiblv  France,  has  there  been  such  pure  and  nnadnltanliA 
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and  methods  uf  te.ichin;;  the  Kubjeci,  Mt  that  now  there  is  scarcely  a  leading:  centre  of  college  or  anlvenity  ^ 
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WAGE    STATISTICS  AND  THE    NEXT  CENSUS 

OF  THE  UNITED  STATES. 

It  is  characteristic  of  the  practical  and  realistic  direction 
giyen  to  the  study  of  political  economy  in  recent  years 
that  great  attention  is  paid  to  statistics.  They  lend  them- 
selyes  naturally  to  the  illustration  of  economic  principles, 
or  to  exemplify  the  good  results  of  following  out  correct 
economic  policy.  The  theory  of  free  trade  has  never  had 
a  more  powerful  argument  than  that  deduced  from  the 
continually  increasing  prosperity  of  Great  Britain,  as 
shown  by  the  figures  of  exports  and  imports  and  the  ex- 
tent of  its  commerce  and  the  size  of  its  merchant  marine. 

Every  political  economy,  however  theoretical  and  de- 
ductive it  may  be  in  principle,  must  feel  gratified  to  find 
its  theories  confirmed  by  the  actual  experience  of  man- 
kind. In  fact,  in  the  long  run,  such  confirmation  must 
be  present,  or  the  theory  will  fall  into  contempt.  The 
argument  in  favor  of  free  trade  has  always  been  a  curious 


886  QUARTERLY  JOURNAL  OF  ECONOMICS 

intermixture  of  a  priori  reasoning  and  a  potteriari  appeals 
to  successful  experience.  The  free  traders  haye  always 
protested  against  the  derogatory  insinuation  of  the  pro- 
tectionists that  free  trade  was  all  very  well  in  theory,  but 
bad  in  practice.  And,  in  this  appeal  to  experience,  the 
former  have  often  been  so  successful  that  they  haye  driven 
the  latter  off  from  the  purely  economic  ground  of  direct 
gain  or  loss  to  more  theoretical  considerations  of  the  effect 
of  free  trade  on  the  social  position  of  the  communily. 
The  weapon  which  has  enabled  them  to  do  this  has  been 
the  statistics  of  the  enormous  increase  of  wealth  in  free- 
trade  countries  since  the  adoption  of  the  policy  of  freedom. 

But,  so  long  as  we  remain  in  the  realm  of  purely  dog- 
matic political  economy,  the  use  of  statistics  can  be  of 
yery  small  importance.  At  the  best,  they  can  be  only 
illustratiye  or  confirmatory  of  the  truths  already  grasped 
by  deductiye  reasoning.  Often  they  serye  rather  to  in- 
terrupt the  continuity  and  harmonious  deyelopment  of 
the  argument  than  to  strengthen  it,  especially  when  con- 
tradictory statistics  are  brought  forward  on  the  other 
side.  In  their  nature,  they  are  too  empirical  and  uncer- 
tain to  form  an  integral  part  of  a  line  of  reasoning  that, 
in  its  essence,  is  still  deductive.  The  two  will  not  suc- 
cessfully blend. 

When,  however,  we  get  out  of  the  realm  of  purely  dog- 
matic into  that  of  historical  and  descriptive  political 
economy,  the  position  of  statistics  is  entirely  different. 
They  become  then  a  valuable  auxiliary  in  the  work  of 
depicting  the  evolution  of  economic  institutions,  or  of 
describing  the  present  economic  condition  of  the  world. 
In  fact,  many  of  the  phenomena  of  economic  life  are 
peculiarly  adapted  to  the  quantitative  measurements  of 
statistics.  If  we  are  studying  the  evolution  of  the  credit 
system,  what  can  give  us  a  better  conception  of  the  im- 
portance of  credit  transaction  in  modern  times  compared 
with  former  periods,  than  the  figures  of  note  circulation 
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and  clearing-house  transactions  in  civilized  countries  ?  If 
we  are  describing  the  present  economic  resources  of  the 
United  States,  how  shall  we  proceed  except  by  giving  the 
statistics  of  the  productiveness  of  land,  forests,  and  mines, 
of  the  producing  power  of  factories  and  workshops,  of  the 
facilities  for  water  and  land  transportation,  and,  if  pos- 
sible, of  the  total  wealth  of  the  community?  These  at- 
tempts of  descriptive  political  economy  are  sometimes  of 
the  most  elaborate  character.  The  last  census  of  the 
United  States  was  a  gigantic  effort  to  give  a  complete 
description  of  the  social  condition  of  this  country.  It 
almost  realized  Von  Schlozer's  famous  dictum :  ^^  Ge- 
schichte  sei  fortlaufende  Statistik ;  Statistik,  stillstehende 
G^eschichte."  Or,  to  use  a  different  illustration,  it  was 
an  attempt  to  solidify  for  an  instant  the  great  stream  of 
social  life,  and  then  to  take  a  cross  section  which  should 
give  us  a  complete  picture  of  that  social  life  in  all  its  rela- 
tions at  a  given  moment  of  time.  It  was  to  be  an  ana- 
tomical manikin  representing  the  social  carpus.  It  is 
instructive  to  notice  that,  of  the  twenty  great  quarto  vol- 
umes of  the  census  (issued  or  to  be  issued),  no  less  than 
fourteen  are  devoted  to  economic  statistics;  and  all  of 
them  contain  statistics  of  interest  to  the  economic  life  of 
the  nation. 

Further,  when  we  pass  from  historical  and  descriptive 
political  economy,  and  upon  the  basis  of  what  we  have 
there  learned  try  to  construct  an  inductive  science,  the 
importance  of  the  statistical  method  becomes  still  greater. 
The  statistics  are  no  longer  mere  illustrations,  but  they 
constitute  a  portion  of  the  material  out  of  which  we  for- 
mulate those  principles  or  laws  which  shall  serve  both  as 
the  explanation  of  economic  life  and  as  a  guide  to  social 
action  in  economic  affiairs.  To  take  concrete  examples 
again :  the  statistics  of  the  issue  of  paper  money  and  its 
depreciation  may  direct  us  towards  the  principles  of  pub- 
lic credit  and  also  towards  the  best  methods  of  regulating 
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the  iwue  of  credit  ourrenoyt  and  the  staturtios  of  tha  de- 
cline of  our  merchant  marine  may  snggest  the  oanae  of 
such  decline  and  the  necessary  changea  in  onr  legidation. 
StatiaticB  do  not  furnish  by  any  means  the  only  material 
of  inductive  political  economy,  nor  perhaps  eyen  the  major 
portion.  The  historical  method  has  hitherto  been  the 
favorite.  But,  with  the  extension  of  statistical  inqnizy 
and  the  refinements  in  statistical  method,  statistics  promr 
ise  to  be  of  constantiy  increasing  value.  At  any  xafce, 
they  are  now  furnishing  material  in  greater  amount  and 
of  more  trustworthiness  than  ever  before. 

If,  now,  we  examine  the  material  which  statistica  fdr- 
nish  to  dogmatic,  descriptive,  and  inductive  political  econ- 
omy, we  shall  find  it  to  be  much  more  abundant  and  firnit- 
fill  in  the  departments  of  production  and  exchange  than 
in  that  of  distribution.  It  is  easy  to  express  numerically 
the  results  of  production  and  the  transactions  of  exdhange. 
It  is  even  possible  to  indicate  the  results  of  different 
methods  of  production.  For  instance,  we  can  compare 
the  cotton  crop  of  the  Southern  States  under  the  Gtjrstem 
of  free  labor  with  the  crops  before  the  war  under  the  sys- 
tem of  slave  labor.  Or  we  can  show  the  average  quantity 
of  cotton  cloth  made  by  an  operative  in  a  mill  compared 
with  that  made  under  the  old  system  of  hand  labor.  We 
can  show,  on  the  other  hand,  the  greater  gross  product 
from  land  under  a  system  of  peasant  proprietorship  com- 
pared with  a  system  of  large  estates  cultivated  by  tenants 
at  will,  who  have  no  special  inducement  to  careful  hus- 
bandry. In  transportation,  it  is  easy  to  show  the  enor- 
mous advantages  of  the  use  of  steam  in  the  total  tonnage 
carried  and  the  continued  increased  cheapness  of  carriage. 
It  is  here,  too,  that  the  statistician  who  delights  in  graph- 
ical illustration,  and  who  seems  desirous  of  reducing  lan- 
guage again  to  the  stage  of  hieroglyphics,  finds  his  most 
fruitful  field.  We  have  in  mind  those  curving  lines 
moimting  higher  and  higher,  those  squares,  triangles,  and 
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circles  of  different  areas,  those  maps  with  graduated  tints, 
intended  to  make  vivid  the  continued  increase  in  produc- 
tion, its  enormous  extent,  or  the  productive  power  of  dif- 
ferent parts  of  the  country. 

These  statistics  of  production  are  both  easy  to  get  and 
easy  to  express,  and  it  is  for  this  reason  that  they  are  so 
numerous  and  so  much  used.  The  statistics  of  exports 
and  imports  are  collected  through  the  ordinary  agencies 
of  government.  The  inquiries  of  the  Census  Office  as  to 
gross  production  can  be  easily  answered,  and  very  few 
people  have  any  objection  to  answering  them.  The  pres- 
entation of  the  statistics  is  the  simplest  possible  matter. 
Generally,  it  is  only  the  gross  figures.  If  any  analysis  is 
made,  it  consists  in  arithmetical  averages, —  as  the  produc- 
tion per  capita  or  per  square  mile,  or  the  percentage  of 
increase  per  annum,  or  the  cost  per  ton  of  moving  freight 
one  mile.  The  statistics  need  not  be  absolutely  complete. 
The  general  movement  of  imports  and  exports  can  be  dis- 
cerned even  if  there  should  be  some  inaccuracies  in  the 
returns  or  some  undervaluations. 

The  statistics  of  distribution,  on  the  contrary,  are 
neither  easy  to  get  nor  are  they  easy  to  express.  No  gov- 
ernment officer  registers  the  amount  of  capital  invested 
by  business  men  from  year  to  year  or  the  rate  of  return 
from  it.  Rents,  profits,  and  wages  are  private  matters; 
and  there  is  no  means  of  making  men  reveal  them,  even 
if  it  is  possible  (and  in  many  cases  it  is  not)  for  them  to 
give  exact  figures.  Business  varies  in  so  many  different 
degrees  as  to  capital,  skill,  and  risk  that,  even  if  we  had 
reliable  statistics  of  profits,  it  would  be  difficult  to  formu- 
late any  average  that  would  be  anything  more  than  the 
numerical  average  of  the  bare  figures.  Labor  is  of  such 
varying  degrees  of  efficiency  and  trustworthiness,  and 
employed  under  such  different  circumstances,  that  an 
average  of  actual  wages  is  of  little  value.  Personal  inter- 
ests and  social  prejudices  also  affect,  unconsciously  per- 
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haps,  the  persons  making,  tabulating,  or  using  the  retams, 
so  that  the  statistics  furnish  material  for  social  polemics 
rather  than  social  philosophy.  In  the  question  of  wages 
especially,  statistical  science  has  as  yet  failed  to  oyeroome 
these  prejudices  and  to  command  perfect  confidence  in 
either  its  methods  or  its  results. 

It  is  the  purpose  of  this  paper  to  examine  the  yarious 
attempts  in  the  Tenth  Census  of  the  United  States  to  get 
at  the  wages  of  labor,  and  to  point  out  the  progressive 
improvements  in  method  which  these  attempts  show  and 
the  next  step  in  this  line  of  progress.  This  is  of  especial 
importance  just  at  this  time,  when  the  plans  for  another 
census  are  being  formed,  and  when  so  many  State  bureaus 
of  labor  are  laying  down  lines  of  work,  which,  in  order  to 
be  of  the  most  value,  must  be  correctly  formulated  at  the 
beginning,  and  then  prosecuted  systematically  from  year 
to  year. 

Before  entering  upon  this  examination,  it  will  be  well 
to  clear  away  some  erroneous  impressions  as  to  what  the 
statistics  of  wages  are  intended  to  show.  This  will  best 
be  done  by  saying  that  the  statistics  of  wages  are  pri- 
marily intended,  not  to  determine  any  question  of  techni- 
cal economic  distribution,  but  to  determine  the  question 
of  social  distribution.  Perhaps  no  expression  in  the  whole 
range  of  economic  literature  has  worked  more  unfortunate 
consequences  than  that  of  "  distribution."  It  has  always 
seemed  to  imply  that  there  was  a  direct  division  of  the 
product  between  the  producers, —  between  land-owners, 
capitalists,  and  laborers.  There  is  production  of  wealth 
by  the  community,  and  there  is  exchange  and  consump- 
tion of  wealth  by  the  diffferent  members  of  the  community. 
There  is  also  distribution,  which,  however,  is  not  direct, 
but  indirect,  through  the  workings  of  exchange  and  eon- 
sumption.  The  fallacy  of  the  first  conception  becomes 
apparent  the  moment  we  try  to  formulate  any  law  of  dis- 
tribution.   Some  maintain  that  it  is  governed  entirely  by 
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natural  law.  This,  however,  is  false,  as  any  study  of  fac- 
tory legislation  or  the  influence  of  trade  unions  and  strikes 
will  show.  Others  think  that  it  can  be  controlled  by  leg- 
islation. This  again  is  fstlse,  as  shown  by  the  history  of 
attempts  to  fix  the  rate  of  wages  or  the  prices  of  com- 
modities or  the  rate  of  interest.  Distribution  is  brought 
about  by  the  working  of  a  great  many  different  causes, 
some  of  them  natural,  some  of  them  social ;  and  no  simple 
analysis  can  explain  all  the  different  cases. 

From  the  point  of  view  of  statistics,  the  old  notion  of 
distribution  is  especially  misleading.  The  statistics  of 
wages  can  determine  no  law  of  distribution  in  the  tech- 
nical economic  sense.  The  investigation  has  to  do  with 
the  question  of  social  distribution;  that  is,  of  the  well- 
being  of  the  population.  Its  chief  value  is  to  answer  the 
question  of  social  content  or  discontent.  It  proceeds 
tacitly  on  the  assumption  that,  as  a  matter  of  social  ex- 
pediency and  social  justice,  the  mass  of  the  community 
should  have  a  comfortable  subsistence.  It  takes  it  for 
granted  that  it  is  a  matter  of  congratulation  if  in  our 
country  the  mass  of  the  community  have  a  better  sub- 
sistence than  in  other  countries,  and  that  it  is  to  be 
regretted  if  we  find  that  their  well-being  is  decreasing. 
The  primary  object  of  statistics  of  wages,  therefore,  is  to 
determine  the  ordinary  income  of  that  portion  of  the  pop- 
ulation represented  by  the  wage  receivers,  and  what  that 
income  is  worth  in  procuring  a  comfortable  subsistence. 
The  technical  operations  involved  are  the  collection  of 
accurate  data,  and  the  presentation  of  them  in  such  a 
form  as  to  show  the  condition  of  the  mass  of  wage  re- 
ceivers as  to  income  and  what  income  will  buy.  It  is  not 
denied  that  secondary  results,  such  as  the  variation  of 
wages  in  different  occupations,  or  the  relation  of  wages  to 
cost  of  production  or  to  profits,  may  also  be  attained; 
but  the  main  object  of  the  inquiry  is  social,  and  must  not 
be  sacrificed  to  these  secondary  ones.  All  statistics  of 
wages  must  keep  this  primary  object  in  view. 
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The  last  oeDsiiB  of  the  Uxiited  States  made  mwBol  praa- 
entations  of  wages  in  Tnannfactoring  induaiziea  and  sail- 
roads.  The  crudest  was  that  given  in  Volnme  IL,  page 
zL  and  page  xyii.  Mannfactnrers  were  asked  to  ghre  tiie 
total  number  of  persons  employed  and  the  total  mmoimt 
of  wages  paid  during  the  census  year.  The  reanlta  wen 
as  follows:— - 


IMia  WH«  paid, SMT, 

IMia  nnmb«r  of  pcnoMv    . 


the  first  of  these  numbers  by  the  second,  wo 
haye  9846.90  as  the  average  wages  of  persons  in  all  theae 
industries.  I  cannot  find  that  the  census  preaenta  tibia 
figure  anywhere  as  an  average  of  wages  for  the  United 
States,  but  it  has  been  extensively  quoted  as  if  it  were 
such.  Evidently,  however,  it  can  lay  claim  to  no  such 
honor.  The  data  on  which  it  is  based  were  extxemdy 
defective.  It  is  said  that  employers  were  accustomed  to 
return  all  the  men  whose  names  had  been  on  their  pay- 
rolls during  the  year,  without  regard  to  the  length  of  time 
they  were  employed.  Again,  in  some  industries,  the  men 
are  regularly  employed  only  a  portion  of  the  year.  In 
the  lumber  trade,  for  instance,  men  are  employed  only  six 
months,  so  that  their  average  was  only  $245.24.  In  a 
number  of  cases,  it  was  reported  that  only  ten  months  had 
been  made  during  the  census  year,  so  that  the  wages  paid 
covered  only  that  period.  The  data  are  not  only  defec- 
tive, but  the  average  presented  is  no  typical  average  for 
the  reason  that  it  includes  men,  women,  and  children. 
For  instance,  the  average  wages  in  cotton  goods  is  1246.98, 
while  in  foundry  and  machine-shop  products  it  is  $458.98. 
The  difference  is  due  of  course  to  the  relative  number  of 
men,  women,  and  children  employed  in  the  two  indus- 
tries :  — 

Men.      Women.      Ghildisiu 

In  cotton  goods  there  are 64,107         91,148  80^7 

In  f  oondrtes  there  are 140,469  67S  4^T 

Of  course  there  can  be  no  comparison  between  two  such 
averagea;  neither  is  the  average  for  cotton  goods  of  any 
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value  in  detenniniDg  the  condition  of  people  in  that  in- 
dustry. 

When  we  come  to  the  reports  of  the  special  agents  in 
the  various  industries,  we  find  several  attempts  at  refine- 
ment on  this  method,  due  evidently  to  the  consciousness 
that  the  general  average  is  of  no  particular  value.  Thus, 
the  agent  for  chemical  products  (vol.  ii.  p.  991)  says,  "  The 
average  wages  for  all  employees  is  $401.11 ;  but,  count- 
ing the  wages  of  women  and  children  as  one-half  those  of 
men,  the  average  is  $420.66."  Thus,  the  agent  for  rail- 
roads (vol.  iv.  p.  32)  distinguishes  the  general  officers 
and  clerks,  whose  average  monthly  earnings  are  $82.42, 
from  the  other  employees,  whose  monthly  average  is 
$41.15.  An  additional  refinement  is  attempted  in  the 
iron  and  steel  industry  (vol.  ii.  p.  746).  The  question 
of  sex  and  age  is  not  a  troublesome  one,  because  there  are 
only  66  women  and  7,709  boys  in  a  total  of  140,978  em- 
ployees. This  number  of  employees  were  paid  $56,476,- 
785  in  wages,  which  gives  an  average  of  $898.51  for  each 
person.  This  evidently  represents  predominantly  the 
wages  of  men,  and  in  so  far  is  a  true  average.  But  it 
represents  both  skilled  and  unskilled  labor,  and  so  there 
might  be  great  variations  in  the  wages  actually  received 
by  individuals.  The  agent,  therefore,  attempts  to  give  us 
some  guidance  by  explaining  that  ^Hhe  highest  average 
daily  wages  of  skilled  labor  were  $2.59 ;  of  unskilled  labor, 
$1.24."  Still  further,  there  are  great  variations  in  di£Fer- 
ent  localities.  ^^  The  highest  average  daily  wages  of  skilled 
labor  were  paid  in  Rhode  Island,  Colorado,  and  Wyoming 
Territory, —  $4;  the  lowest  in  North  CaroUna, —  $1.25. 
The  highest  average  daily  wages  of  unskilled  labor  were 
paid  in  Wyoming  Territory, —  $2;  the  next  highest  in 
Colorado  and  California, —  $1.75;  the  lowest  in  North 
Carolina, —  54  cents.  It  may  be  remarked  of  North  Caro- 
lina that  its  iron  industry  in  1880  was  wholly  confined  to 
the  use  of  the  primitive  ore  bloomary,  and  that  the  labor 
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employed  was  largely  that  of  colored  men.''    The  average 
wages  paid  in  the  four  grand  divisions  were  as  follows :  — 

Katteni  StotM,   skUled, 91.70   nnikiUed, 9ijn 

Southern  States,     "        2.00         *•          1.08 

Western  StiOas,       "         2.70          "           LSI 

Paclflo  States  snd  Territories,  ddlled  8.60         ••          1.76 

This  analysis  of  the  agent  on  iron  and  steel  products  is 
based  on  a  perfectly  correct  feeling  that  an  average  of 
widely  separate  wages  of  skilled  and  unskilled  labor  rep- 
resents neither  the  one  nor  the  other,  and  that  the  condi- 
tion of  labor  in  di£Ferent  localities  may  be  so  entirely  dif- 
ferent that  an  average  is  again  false.  This  is  a  great 
advance  on  the  general  average,  and  will  be  of  value  to 
us  when  we  consider  what  the  next  census  of  the  United 
States  can  do  in  getting  statistics  of  wages. 

Mr.  Joseph  D.  Weeks,  the  agent  on  the  manufacture  of 
coke  (vol.  X.)  and  also  on  the  manufacture  of  glass  (vol. 
ii.  p.  1044),  makes  still  further  refinements  on  the  gen- 
eral average.  He  says  in  regard  to  wages  in  the  glass 
industry :  — 

The  total  amount  of  wages  paid,  89,1^>100,  divided  by  the  total 
number  of  hands  employed,  24,177,  would  give  a  quotient  of  8378. 
Though  such  a  quotient  is  often  regarded  as  the  average  yearly  earn- 
ings of  each  employee,  a  little  consideration  will  make  it  evident 
that  it  does  not  represent  such  earnings;  that  it  really  represents 
nothing  but  the  division  of  one  number  by  another.  The  only  cir- 
cumstances under  which  a  division  of  the  total  amount  of  wages 
received  in  any  industry  by  the  total  number  of  men  employed  in 
that  industry  would  be  a  correct  statement  of  the  earnings  of  the 
persons  so  employed  are  when  the  same  number  of  men  were  em- 
ployed during  the  whole  year,  and  when,  if  the  works  were  idle 
during  any  part  of  that  year,  the  men  were  idle  also,  glass-making 
being  their  only  occupation.  ...  In  other  words,  the  only  way  in 
which  it  would  be  possible  to  show  what  were  the  yearly  earnings  of 
each  man  at  the  glass  works  of  the  United  States  during  the  census 
year  would  be  to  ascertain  directly  from  the  books  what  each  man 
received ;  and  for  such  a  statement  there  are  no  data.  . .  . 

A  somewhat  similar  difficulty  exists  in  any  attempt  to  arrive  at  the 
average  wages  paid  in  the  different  classes  of  labor  employed.     This 
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is  a  most  difficult  statement  to  make  under  any  circumstances  in  this 
or  any  other  industry.  It  is  very  easy  to  give  an  average  of  the 
different  rates  of  wages  paid ;  but  to  get  at  the  real  average  rates  — 
that  is,  an  average  whidi  shall  consider  not  only  the  several  rates, 
but  the  number  of  men  employed  at  each  rate,  by  a  consideration  of 
both  of  which  the  average  rate  can  only  be  reached — is  more  diffi- 
cult 

The  agent  then  makes  a  very  skilful  and  careful  at- 
tempt to  present  the  rate  of  wages  in  a  table,  of  which 
the  following  is  a  sample :  — 

RANGE  AlO)  AYKBJlOE  RATES  OF  DAILY  WAGES  IN  THE  MANUFACT- 
URE OF  WINDOW-GLASS. 


ClMS. 

Number. 

Range. 

ATenge. 

Maiuunn, 

28 

44 

494 

494 
84 

•1.16to$6J» 
107  to  12.00 
2J8to  12.00 

1.78  to    6.00 
.80to     .80 

t8J0 

BoMSkrwen,    ........ 

Blowers, 

0«thei«n,  or  tendiiiR  boyi :  — 

16  yean  And  apwara,     .... 

Under  16  yean, 

'M7 
0.80 

2.72 

JO 

The  table  is  then  carried  out  for  all  the  other  occupa- 
tions or  classes  in  the  manufacture  of  window-glass,  of 
green  glass,  plate-glass,  and  of  glassware.  These  tables 
seem  to  meet  all  the  requirements  of  the  statistical  aver- 
age. Distinctions  of  sex,  of  age,  and  of  occupations  are 
all  observed.  The  number  of  persons  in  each  occupation 
is  given ;  and  the  average  wages  ^^  is  obtained  by  multi- 
plying each  rate  of  wages  by  the  number  of  persons  em- 
ployed at  that  rate  and  dividing  the  sum  of  the  products 
so  obtained  by  the  number  employed,  so  that  the  average 
represents  the  real  average  wages  of  the  different  classes." 
The  ^^  range  "  gives  us  the  highest  and  lowest  wages,  and 
enables  us  to  control,  to  a  certain  extent,  the  average.  In 
my  opinion,  this  is  the  most  scientific  wage  return  made 
by  the  census,  and  points  clearly  the  direction  which  fur- 
ther progress  will  take  and  the  lines  upon  which  the 
wage  statistics  of  the  Eleventh  Census  ought  to  be  laid 
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vitiate  any  statistics  of  labor.  It  would  be  like  including 
in  statistics  of  prices  not  only  the  wholesale  prices  in  open 
market,  but  all  the  petty  transactions  of  retail  trade, 
forced  sales,  and  country  barter. 

(2)  Wage  statistics  can  best  be  obtained  firom  em- 
ployers. The  census  vras  again  right  in  seeking  its  statis- 
tics from  this  source.  They  alone  keep  the  necessary  fig- 
ures and  records  from  year  to  year.  They  are  less  likely 
to  be  influenced  by  personal  feeling  or  class  prejudice  to 
make  false  or  misleading  statements.  Their  returns  are 
much  more  easily  controlled  than  those  of  indiyidoal 
workmen.  It  would  be  a  difficult  thing  for  an  employer 
to  increase  the  wage-list  of  all  his  employees  in  his  census 
schedule,  without  being  detected  by  the  experts  of  the 
Census  Office  or  by  other  men  in  the  same  line  of  busi- 
ness. Large  bodies  of  workingmen  might,  on  the  other 
hand,  be  influenced  by  a  common  class  feeling  to  make 
their  wages  as  low  as  possible,  in  order  to  make  a  showing 
on  their  side  of  the  social  question;  and  it  would  be 
almost  impossible  to  control  such  figures,  unless  they  were 
manifestly  absurd.  We  have  here  a  tendency  which 
threatens  to  wreck  the  whole  system  of  social  statistics ; 
namely,  that  the  knowledge  of  the  use  that  will  be  made 
of  the  results  of  the  investigation  will  prejudice  in  advance 
the  original  returns.  We  can  avoid  this  only  by  seeking 
our  data  in  absolute  records  compiled  for  other  purposes, 
whose  use  will  not  prejudice  the  persons  furnishing  them. 
Such  records  are  the  pay-rolls  of  large  establishments, 
keeping  the  name  of  the  establishment  secret.  The  United 
States  Census  has  some  peculiar  advantages  in  this  respect. 
The  country  is  so  large  that  it  can  get  its  statistics  from 
numerous  establishments,  and  effectually  conceal  their 
locality.  By  aggregating  the  workmen  in  the  same  occu- 
pations, it  can  still  more  effectually  conceal  the  identity 
of  its  informants,  when  they  so  desii'e.  No  difficulty  has 
ever  been  experienced  in  persuading  employers  to  furnish 
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desired  facts,  when  they  have  once  been  convinced  that  no 
unwarranted  use  would  be  made  of  these  facts  to  prejudice 
their  business.  Of  course,  a  great  deal  depends  upon  the 
head  of  the  Census  Office  himself ;  and  for  this  reason  it 
is  particularly  unfortunate  that  there  is  not  a  permanent 
statistical  organization  instead  of  the  decennial  census. 

(8)  Wages  must  be  carefully  distinguished  as  to  indus- 
tries, occupations,  and  the  sex  and  age  of  the  persons 
employed.  This  has  been  done  in  the  returns  of  the  Tenth 
Census.  It  is  absolutely  necessary  to  distinguish  indus- 
tries, because  some  require  a  select  body  of  men  or  par- 
ticular skill,  and  it  would  be  a  mistake  to  confuse  these 
with  those  requiring  less  strength  or  less  skill.  Classifica- 
tion by  industries  also  enables  the  census  to  furnish  particu- 
lar information  —  which  is  often  of  value,  especially  when 
extended  over  several  years  —  as  to  the  condition  of  these 
industries.  The  classification  by  particular  occupations  in 
the  industry  is  scarcely  less  important ;  for  it  enables  us 
to  separate  the  skilled  from  the  unskilled,  and  to  detei^ 
mine  the  wages  of  each.  Extended  over  a  series  of  years, 
such  detailed  statistics  by  occupations  would  give  us  most 
valuable  information  in  regard  to  the  changes  taking  place 
in  the  chief  industries  by  the  introduction  of  machinery 
and  the  substitution  of  unskilled  for  skilled  labor.  It  is 
directly  in  such  careful  detailed  work  that  statistics  are 
often  of  the  most  value.  The  distinctions  of  sex  and 
age  must  also  be  observed.  The  wages  of  men,  women, 
and  children  are  entirely  different  quantities,  and  are  as 
incapable  of  addition  and  averaging  as  a  bushel  of  pota- 
toes and  a  pound  of  butter.  It  is  to  be  hoped  that  this 
folly,  condemned  by  all  statistical  bureaus  in  the  world, 
will  be  rigidly  excluded  from  the  Eleventh  Census,  and 
that  the  passion  for  casting  averages,  even  when  the 
quantities  cannot  be  averaged,  will  be  restrained.  In  the 
Tenth  Census,  it  was  the  special  agents  —  men  trained  in 
natural  rather  than  in  social  science  —  who  were  the  chief 


400  QUARTERLY  JOURNAL  OF  ECONOMICS 

sinners  in  this  respect.  They  could  not  resist  the  tempta- 
tion to  divide  one  number  by  another,  even  while  saying 
in  the  next  sentence  that  the  result  of  the  division  was  of 
no  value.  On  the  other  hand,  the  careful  separation  of 
the  wages  of  men,  women,  and  children  gives  us  valuable 
information  of  the  social  condition  of  the  working  classes. 
It  enables  us  to  determine  whether  the  wages  of  the  man 
are  sufficient  to  support  the  family,  or  whether  they  must 
be  supplemented  by  those  of  wife  and  child.  It  enables 
us  to  determine,  in  some  cases,  how  far  the  labor  of 
women  and  children  is  supplanting  that  of  men,  owing  to 
the  introduction  of  labor-saving  machinery.  Extended 
over  a  series  of  years,  it  would  give  us  the  most  valuable 
information  as  to  the  progress  of  industry, — information 
which  really  can  be  obtained  by  no  other  method  of  obser- 
vation. It  is  to  be  hoped  that  the  next  census  of  the 
United  States  will  distinguish,  also,  between  the  married 
and  the  unmarried  women,  which  would  make  the  infor- 
mation of  still  greater  sociological  value. 

(4)  The  employers  must  be  asked  to  give  the  actual 
wages  paid,  and  not  mere  estimates  of  the  rate  of  wages. 
They  must  also  be  asked  to  give  the  actual  number  of 
men  receiving  these  wages.  The  tables  in  the  glass  in- 
dustry are  examples  of  what  is  desired,  only  there  one 
step  further  should  have  been  taken,  and  the  number  of 
men  receiving  a  definite  wage  should  have  been  given 
instead  of  the  number  receiving  average  wages.  The  aver- 
age wages  can  be  easily  calculated  afterwards.  The  advan- 
tage of  the  actual  wage  is  that  we  get  a  definite  fact,  and 
not  an  estimate  by  a  person  who  may  be  more  or  less  well 
informed  or  more  or  less  honest.  It  is,  of  course,  true 
that  the  actual  wages  may  be  returned  falsely;  but  the 
census  is  at  least  asking  for  a  definite  thing  and  not  an 
opinion,  and  can  control  the  former  more  easily  than  it 
can  the  latter.  The  Tenth  Census  did  not  fully  comply 
with  this  last  condition,  although  there  are  indications 
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that  it  had  it  half  unconsciously  in  mind,  and  stroye  in 
some  cases  to  carry  it  out.  The  Eleventh  Census  should 
start  on  this  basis, —  that  all  wage  statistics  should  be  of 
actual  wages  and  for  a  given  number  of  men, —  and  should 
accept  no  other.  In  all  further  operations  and  deductions, 
the  original  basis  will  at  least  be  certain  and  the  validity 
of  the  premises  unquestioned. 

(5)  A  further  division  of  the  work  of  presenting  the 
statistics  of  wages  is  suggested  by  the  returns  of  the  agent 
for  the  iron  and  steel  industry  noticed  above.  It  appears, 
namely,  that  wages  are  very  different  in  different  parts 
of  the  country  for  one  and  the  same  industry.  The  con- 
ditions of  life  in  the  Southern  States,  for  instance,  differ 
so  widely  from  those  obtaining  in  the  Pacific  States  that 
the  wages  of  skilled  labor  in  the  former  are  but  little 
above  those  of  unskilled  in  the  latter.  This  makes  it 
expedient  that  the  statistics  should  be  grouped  primarily 
by  districts  where  the  conditions  are  nearly  the  same 
rather  than  consolidated  for  the  whole  country.  Such 
grouping  will  have  its  compensating  advantages,  as  all 
careful  statistical  grouping  has,  in  the  facility  it  will  afford 
for  the  special  study  of  conditions  in  different  parts  of  the 
country  and  in  the  history  of  local  development.  The 
Elastem  States  are  now  an  industrial  community  with  all 
the  characteristics  that  accompany  that  stage ;  the  West- 
em  States  are  still  partly  agricultural,  and  the  amount  of 
unoccupied  land  affords  a  relief  to  overcrowding  in  em- 
ployments; the  Pacific  States  have  a  scarcity  of  labor 
compared  with  their  resources ;  while  the  Southern  States 
have  the  peculiarity  of  negro  labor.  These  are  differences 
which  justify  and  demand  separate  consideration  at  the 
hands  of  an  intelligent  census  office. 

All  of  these  demands  can  be  met  by  a  census  office  only 
by  complying  with  one  further  demand ;  namely,  that  it 
shall  in  tiiese  investigations  have  the  services  of  experts. 
There  is  no  notion  more  foolish  than  that  a  statistical  in- 
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Testigation  is  a  sort  of  mill  into  which  all  sortB  of  mateiial 
may  be  oast,  and  groimd  np  into  peroentagea  and  avengea 
whioh  will  have  a  virtne  that  the  original  figures  had  not. 
Yon  might  as  well  throw  sawdust  into  a  flonring^nill  and 
expect  to  get  flour  oat  of  it.  The  Tiitne  of  statistioal 
.tables  lies  in  the  correctness  of  the  original  data.  What 
sort  of  statistics  of  imports  should  we  haye  if  we  allowed 
importers  to  fix  their  own  valuations  without  let  or  Ymt- 
drance?  The  original  retains  in  statistics  of  wages  must 
be  subjected  to  the  closest  scrutinj  when  they  first  oome  in. 
Those  which  are  absurd  or  fitlse  on  the  bed  must  be  re- 
jected; and  those  which  are  unuspal  or  difficult  to  be 
explained  must  be  elucidated  by  correspondence  with  tiie 
parties  making  them,  who  will  perhaps  be  able  to  show 
why  their  returns  difiidr  firom  those  common  in  the  same 
industry  and  the  same  section  of  country.  These  expla- 
nations must  be  incorporated  in  the  published  returns  in 
the  form  of  notes  to  the  tables,  for  the  guidance  of  those 
making  use  of  the  statistics.  Evety  bureau  of  statistios 
is  obliged  to  do  a  vast  amount  of  labor  of  this  sort.  It 
can  only  be  done  satisfactorily  by  men  who  are  faTnflia.r 
both  with  the  industries  and  with  statistical  methods. 
The  census  wUl  never  be  able  to  secure  such  experts  until 
we  have  a  permanent  office  where  men  can  be  trained 
for  it.  Our  decennial  census  suffers  more  from  this  than 
from  any  other  cause, —  that  it  is  obliged  to  start  every 
time  with  an  untrained  body  of  officers,  who  are  scattered 
again  at  the  end  of  the  work,  just  when  their  services  are 
becoming  of  the  most  value.  We  shall  never  have  satis- 
factory  statistics  in  this  country  until  we  have  at  Wash- 
ington a  permanent  statistical  bureau,  which  shall  have 
its  trained  body  of  experts,  able  to  undertake  from  time 
to  time  any  investigation  that  is  demanded,  and  which 
shall  have  the  management  of  the  census. 

If  the  next  census  of  the  United  States  is  able  to 
employ  a  body  of  experts,  who  will  collect  information 
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about  wages  in  the  great  industries  on  the  lines  laid  down 
above,  we  shall  then  obtain  a  mass  of  wage  statistics  of 
▼eiy  great  value,  and  such  as  neither  our  country  nor  any 
other  up  to  this  time  possesses.  With  the  general  intelli- 
gence of  American  employers  and  the  force  of  public  opin- 
ion, which  would  readily  appreciate  the  value  of  such  an 
undertaking  when  it  was  once  explained,  I  believe  that 
this  could  be  done.  Such  a  mass  of  facts  would  be  of 
great  value,  both  in  detail  and  as  a  whole ;  and  most  in- 
teresting conclusions  could  be  reached  as  to  the  prosperity 
of  difiTerent  parts  of  the  country.  As  the  years  went  on 
and  such  a  record  was  continued  on  the  same  lines,  a  really 
trustworthy  picture  of  the  progress  of  our  civilization 
could  be  drawn.  The  sooner  we  adopt  some  scientific 
method,  the  sooner  such  a  record  can  be  begun,  and  the 
sooner  shall  we  be  able  to  avail  ourselves  of  its  teachings. 

But,  even  after  we  have  collected  such  a  body  of  scien- 
tific wage  statistics,  one  more  operation  is  necessary  before 
they  will  answer  the  question  of  the  income  of  the  work- 
ing classes.  No  average  wage  and  no  combination  of  aver- 
ages can  show  us  the  condition  of  the  working  classes, 
because  an  average  may  be  made  up  of  so  widely  diver- 
gent extremes.  This  condition  can  be  shown  only  by 
means  of  proportions ;  that  is,  by  showing  how  many  of 
the  men  receive  a  certain  income,  how  many  receive  less, 
how  many  more,  and  so  on.  It  is  impossible  to  give  illus- 
trations of  this  from  the  Tenth  Census,  because  we  do  not 
have  the  number  of  workmen  specified.  We  cannot  there- 
fore give  the  proportions  of  actual  wages  received.  We 
can,  however,  give  the  proportions  in  some  cases  of  the 
different  rates  of  wages  received.  This  brings  us  to  a 
series  of  statistical  calculations  of  the  following  sort:  — 

Table  1  classifies  the  returns  of  the  rates  of  wages  in 
four  occupations  as  they  are  given  in  the  census  (Volume 
XX.  for  common  laborers,  carpenters,  and  engineers.  Vol- 
ume II.  for  the  workmen  in  glass  works).    The  scale  of 
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wages  is  based  on  those  most  commonly  paid,  as  91,  $1.25, 
and  so  on,  other  wages  being  placed  in  the  nearest  class, 
so  that  a  wage  of  $1.20,  for  instance,  is  classed  with  f  1.25. 
The  scale  is  in  no  sense,  therefore,  an  average  of  the  dif- 
ferent wages ;  but  by  far  the  larger  number  fall  together 
with  the  numbers  in  the  scale :  — 


TABLE  I. 

PSSCKITTAOE  OF  WAOB  RETURX8  AT  DIFFKBXXT 

OOCUPATIOirs. 
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The  object  of  this  table  is  to  show  at  a  glance  about 
what  are  the  rates  of  wages  paid  to  workmen  in  various 
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occupations.  We  see,  for  instance,  that  the  prevailing 
rate  of  wages  for  common  laborers  is  91.25,  although  con- 
siderable  numbers  receive  only  91 ;  and,  in  another  con- 
siderable number  of  cases,  91.50  is  reported.  If  we  turn 
to  carpenters,  we  see  that  they  are  paid  at  higher  rates, 
their  rates  really  beginning  where  those  of  the  laborers 
leave  oS.  Engineers  again  are  paid  much  higher  than 
common  laborers;  and  their  wages  range  higher  than 
those  for  carpenters,  as  is  shown  by  the  larger  number  of 
cases  where  92.50  and  over  is  paid.  The  greater  range  of 
wages  shows  that  the  engineers  are  not  so  homogeneous 
a  body  as  the  carpenters  or  the  laborers.  There  are 
greater  difiTerences  of  skill  among  them.  The  column  for 
workmen  in  the  glass  industry  differs  from  the  others  in 
two  respects.  It  is  based  on  the  actual  number  of  men 
employed  at  different  rates  of  wages,  and  hence  is  a  truer 
representation  of  wages  actually  received;  but  it  is  not 
wholly  true,  because  the  original  returns  are  not  used, 
but  only  the  averages  in  each  occupation.  Managers  and 
clerks  and  boys  are  excluded,  in  order  to  get  at  the  wages 
of  real  workingmen  of  adult  age.  Again,  the  workmen 
in  the  glass  industry  are  not  a  homogeneous  class  like 
common  laborers  or  carpenters,  but  include  men  of  vary- 
ing degrees  of  skill.  This  explains  the  wide  range  of 
wages  from  91  up  to  95.50.  At  the  bottom  stand  the  un- 
skilled laborers,  over  twenty-two  per  cent,  of  the  whole, 
receiving  only  91  or  91.25  a  day.  Then  there  is  a  body 
of  skilled  men,  twenty-four  per  cent,  of  the  whole,  receiv- 
ing 91.75  and  92  a  day.  Then  there  is  a  very  consider- 
able number  of  skilled  workmen,  twenty-two  per  cent., 
receiving  as  high  as  98.50  a  day,  and  a  few,  nearly  five 
per  cent.,  who  receive  very  high  wages,  95  or  more. 

It  must  be  clearly  understood  that  this  and  the  follow- 
ing table  do  not  possess  in  themselves  any  validity.  They 
are  given  merely  as  examples  or  illustrations  of  what 
might  be  done  with  wage  statistics.    In  order  to  have  any 
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Tilidity,  they  ahould  have  beea  baaed  on  actual  vetiuiia 
of  the  number  of  workmen  and  their  aotaal  wages.  If 
the  next  oenans  will  give  na  aooh  figiuea»  liiej  ean  be 
analyied  in  thia  doable  direetian.  Men  of  m  '^^■■wMf^ 
ocoopation  may  be  taken  in  all  indoatriea,  aa  <MM""'*Aft 
laborezBi  and  be  daaaified  bo  as  to  ahow  the  pDopooetumate 
number  receiying  each  rate  of  wagea;  or  tiie  men  in  a 
aingle  induatry  may  be  taken,  aa  above  in  the  g^baaa  indna- 
try,  and  their  diatribution   ahown.    With   tiie  original 
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returns  on  the  right  basis,  any  combination  desired  may 
be  made. 

One  more  operation  brings  us  to  our  goal ;  namely,  to 
show  the  income  of  wage  receivers.  Table  2  is  constructed 
by  adding  to  the  wage  returns  at  each  rate  all  the  wage 
returns  of  rates  above  that.  For  instance,  among  common 
laborers,  8  returns  showed  a  wage  of  $2.25 ;  28  showed  a 
wage  of  at  least  $2 ;  72,  of  at  least  $1.75 ;  278,  of  at  least 
$1.50;  720,  of  at  least  $1.25,  and  so  on.  The  same  re- 
mark is  to  be  made  as  above ;  namely,  that  this  particular 
table  has  no  validity,  because  it  is  based  on  rates  of  wages 
instead  of  actual  wages. 

The  object  of  this  table  is  to  show  what  the  minimum 
income  of  great  bodies  of  workmen  is.  In  Table  1,  it 
appeared  that  common  laborers  received  $1.25  a  day, 
some  of  them  more  and  some  of  them  less.  In  this  table, 
it  appears  that  in  720  cases  out  of  1,000  they  receive  at 
least  that.  In  treating  the  question  of  income  in  connec- 
tion with  the  cost  of  subsistence  or  the  standard  of  living, 
the  real  point  is  the  minimum  income  of  large  numbers  of 
persons.  It  might  be  shown,  for  instance,  that  the  aver- 
age wages  of  laborers  was  $1.50,  and  that  at  $1.50  a  day 
persons  could  live  comfortably;  but  that  would  prove 
nothing  so  long  as  a  large  number  of  workmen  did  not 
get  that  wage.  The  abundance  enjoyed  by  the  workmen 
above  the  average  does  not  fill  tiie  stomachs  of  those 
below.  The  table  offers  also  interesting  comparisons  of 
the  well-being  of  masses  of  workmen  in  different  occupa- 
tions. At  the  point  where  the  common  laborer  reaches 
his  maximum,  $2.25,  there  are  still  818  carpenters,  524 
engineers,  and  496  glass  workmen  out  of  1,000  enjoy- 
ing that  or  a  higher  rate  of  wages.  At  the  point  where 
carpenters  reach  their  mayimnm,  $8,  there  are  still  197 
engineers  and  881  glass  workmen  out  of  1,000  enjoying 
that  or  a  higher  wi^. 

The  following  diagram  shows  the  same  thing  graphi- 
cally, and  explains  itself:  — 
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This  is  a  sample  of  a  sort  of  diagram  that  it  might  be 
interesting  to  carry  out  in  different  directions  in  the  next 
census.  One  perceives  at  once  the  inferior  position  of 
the  common  laborers,  and  sees,  when  you  are  speaking  of 
a  $1.50  wage,  for  instance,  exactly  how  many  enjoy  it. 
One  sees  the  relative  position  of  carpenters  and  engineers; 
that  the  latter  start  in  some  cases  with  about  the  same 
wages  as  the  former,  but  gradually  draw  away  from  them 
until  in  the  upper  wage  classes  they  are  in  every  case 
more  heavily  represented.  Finally,  the  peculiar  line  rep- 
resenting the  glass-men  shows  what  we  may  expect 
when  we  take  all  the  workmen  in  any  large  industry 
without  regard  to  their  skill.  The  lower  part  of  the 
line  is  inferior  to  both  the  carpenters  and  the  engineers, 
while  the  upper  part  is  greatly  superior.  We  have,  for 
instance,  the  apparent  contradiction  that  a  smaller  num- 
ber of  glass-men  receive  at  least  $1.50  than  of  carpenters ; 
while  a  much  larger  number  receive  $2.50  or  over.  This 
suggests  the  remark  that  in  a  real  census  it  would  not  be 
advisable  to  compare  men  in  a  homogeneous  occupation 
like  the  carpenters  with  men  in  a  diversified  industry  like 
the  glass-men.  It  would  be  allowable  to  compare  men  in 
different  occupations,  whether  skilled  or  unskilled,  with 
each  other,  as,  for  instance,  brakemen  on  a  railroad  and 
telegraph  operators ;  and,  on  the  other  hand,  to  compare 
men  in  different  industries  with  each  other,  as  men  in  the 
iron  and  steel  industry  and  those  in  the  glass  industry. 

Finally,  there  is  one  more  manipulation  which  it  would 
be  foolish  to  attempt,  even  by  way  of  illustration,  on  the 
insufficient  data  of  the  Tenth  Census.  If  the  four  in- 
dustries or  occupations  we  have  thus  far  used  for  the  pur- 
pose of  illustration  were  all  the  occupations  of  the  coun- 
try, and  if  the  returns  were  of  the  real  number  of  work- 
men with  their  actual  wages,  then  a  combination  of  all 
these  in  one  table  would  give  us  the  incomes  of  workmen 
in  the  United  States.    We  could  then  say  that  such  a  pro- 
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portum  of  woikmen  reoeiTB  at  laist  sueh  and  muAk  an 
income.  It  would  be  mialeading  to  atfeenqpt  anoh  a  oom- 
Unatum  except  on  the  bans  of  foil  and  exact  ratmna 
which  haTe  been  anbjeoted  to  the  moat  cazeAil  and  Bgosooa 
acmtiny.  It  ia  rerj  probaUe  that  the  next  oeiiaaa»  wifli 
the  moat  conacientioQa  and  atfennona  efforti  maj  not  be 
able  to  approximate  each  a  reaolt.  It  ia  probable  liiat  it 
will  be  much  moro  anooeaaful  in  aome  hi^Uy  oiganiaed 
indnstriea  like  cotton  milla  than  in  othera  Iflce  camage 
factoiiea.  But  the  method  haa  thia  groat  adirmntage: 
that,  jnat  ao  fur  aa  it  gets  complete  zetozna  from  maj 
one  indnatiy,  theae  aro  of  Talne  in  themaelTea  witlvNit 
rogard  to  the  final  grand  combination.  If  we  ahould 
have  complete  rotorna  from  all  iron  worka  or  all  textile 
induatriea  or  all  railroad  employeea,  thej  woold  be  of 
immenae  yalne  aa  indicative  of  the  incomea  of  work- 
people in  thia  conntiy,  even  if  the  rotorna  from  oar 
worka  or  tobacco  fEU^toriea  ahonld  on  examination  prore 
to  be  worthleaa.  Aa  waa  aaid  before,  accuracj  and  lim* 
itation  aro  as  valuable  in  statiBtical  work  aa  comprehen- 
aiveness  and  apparent  exhaustiveness. 

In  conclusion,  I  desire  to  point  out  very  briefly  the 
way  in  which  wage  statistics  collected  by  the  next  oenana 
on  the  plan  here  advocated  could  be  used.  It  is  pre- 
mised that  they  shall  be  the  actual  wages  of  a  known 
number  of  men,  shall  be  distinguished  by  industries  or 
occupations  and  by  section  of  country,  shall  be  collected 
or  at  least  scrutinized  by  experts,  and  shall  be  subjected  to 
the  manipulations  shown  in  Tables  1  and  2. 

The  value  of  wi^  statistics  lies  in  four  diroctions :  — 

(a)  In  determining  the  incomes  of  the  laboring  class. 

(6)  In  comparing  wages  in  different  countries  or  in 
different  parts  of  the  same  country. 

(0)  In  comparing  present  wages  with  past  wages. 

(d)  In  the  possibility  of  co-ordinating  wages  with  the 
cost  of  living  in  all  the  above  oases,  so  as  to  show  the 
actual  well-being  of  the  working  classes. 
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A  mass  of  wage  statistics  collected  by  the  above  method 
would  enable  us  to  do  all  these  thiDgs. 

(a)  We  could  display  the  income  of  the  working  classes 
in  the  most  important  particular ;  that  is,  the  proportion 
of  men  enjoying  a  certain  income  or  above.  We  could 
do  this  for  the  whole  body  of  workingmen  or  we  could 
do  it  for  the  men  in  any  one  industry.  We  could  do  it 
for  masses  of  unskilled  workmen,  say  the  common  labor- 
ers, in  all  industries,  and  thus  determine  the  actual  income 
of  what  would  probably  be  the  lowest  stratum  of  the 
working  classes.  We  could  do  it  for  classes  of  skilled 
workmen,  such  as  glass-blowers  or  cotton-spinners  or  for 
workmen  in  a  protected  industry  like  the  iron  industry. 
The  variety  of  practical  questions  that  could  be  answered 
in  tins  way  is  enormous. 

(6)  Sudi  wage  statistics  would  enable  us  to  compare 
the  whole  mass  of  workingmen  in  one  country  with  the 
whole  mass  of  workingmen  in  another  country,  and  get 
some  idea  of  the  wages  of  each.  It  would  enable  us  to 
compare  the  incomes  of  men  in  any  one  industry  in  one 
country  with  the  incomes  of  men  in  the  same  industry  in 
another  country.  All  such  attempts  at  the  present  time 
shatter  on  the  differences  in  the  methods  of  carrying  on 
the  industry  in  any  two  countries.  In  one  country,  for 
instance,  much  more  machinery  is  used  than  in  a  second; 
and  any  comparison  by  an  average  wage  is  vitiated  by  the 
fact  that  more  unskilled  labor  is  employed  by  the  first 
than  by  the  second.  With  proportionate  wage  incomes, 
such  variations  make  no  difference,  or  rather  they  reveal 
themselves  at  once  in  the  lower  range  of  wi^s  in  the  first 
case,  showing  that  cost  of  labor  is  lower  on  account  of  the 
more  extensive  employment  of  unskilled  workmen.  Sta- 
tisticians have  wasted  their  efforts  for  many  years  in  fruit- 
less attempts  to  classify  the  men  in  the  same  industry  in 
different  countries,  so  that  the  classes  would  exactiy  cover 
each  other.    They  will  never  be  able  to  do  this,  because 
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the  diffeienoes  in  taohniqiie  aie  bo  great.  We  ahaU  ]i«v«r 
reaoh  a  comparison  of  wagea  on  that  bans ;  and  it  ia  be^ 
ter  to  abandon  the  attempt  at  onoe,  and  take  up  that 
which  18  practicable,  and  which  will  at  the  aame  time 
accomplish  the  object  aimed  at,— namely,  to  ahow  tbe 
condition  of  the  men  in  that  indostaEy  and  the  ooat  of 
labor.  Our  own  cenans  conld  in  the  aame  way  ahow  mi 
the  relatiye  condition  of  all  workmen  or  of  woskmen  in 
the  same  industry  in  different  parts  of  our  own  oonntiyy— 
as,  for  instance,  in  the  North  and  in  the  Soutfay  in  the 
Bast  and  on  the  Pacific  Coast. 

(tf)  Almost  the  same  remarks  might  be  made  in  xe&r- 
ence  to  comparing  present  wages  with  past,  which  liea  at 
the  bottom  of  all  attempts  to  determine  the  progrees  of 
the  working  classes.  Such  attempts  shatter  again  on  the 
changes  in  technique  and  the  improTements  m  methoda  of 
production.  A  cotton-epinner  now  is  not  like  the  ootton- 
spinner  of  fifty  years  ago.  The  terms  do  not  mean  the 
same  thing.  So  that,  when  we  say  tiiat  cotton-epinnem 
receive  greater  or  less  wages  than  they  did  fifty  years  ago, 
we  are  really  comparing  incommensurable  terms.  These 
difficulties  can  never  be  fully  overcome.  No  mere  wage 
statistics  can  determine  the  relative  well-being  of  the 
working  classes  at  two  different  times.  But  proportion- 
ate wage  incomes,  collected  on  the  same  system  at  succes- 
sive intervals,  would  give  us  valuable  data  for  such  deter- 
minations. 

(({)  Again,  it  is  everywhere  recognized  that  mere 
money  wages  do  not  determine  the  well-being  of  the 
working  classes ;  that  they  must  be  brought  into  connec- 
tion with  the  cost  of  living.  No  average  wage  can  do 
this ;  for,  although  the  average  may  allow  of  a  very  com- 
fortable subsistence,  there  are,  of  course,  many  men  below 
the  average.  Proportionate  wage  statistics  would  enable 
us  to  do  this.  Suppose,  for  instance,  it  appeared  from 
careful  investigation  that,  at  current  retail  prices,  9400 
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would  support  a  laboring  man  and  his  family  in  great 
comfort,  our  statistics  would  give  us  an  indication  of  the 
number  of  cases  in  which  workingmen  would  probably  be 
able  to  attain  that  amount. 

Finally,  it  is  not  denied  that  there  are  many  difficulties 
in  deducing  actual  income  from  wages,  as,  for  instance, 
in  irregularity  of  employment,  in  different  methods  of  pay- 
ment, in  opportunities  for  extra  remuneration,  in  special 
privileges,  as  house  rents,  firee  libraries,  etc.,  which  some 
employers  afford  their  workmen.  These  can  be  treated 
only  by  statistical  experts,  which  is  only  repeating  what 
has  been  said  before:  that  statistical  results  depend  as 
much  upon  the  skill  and  judgment  of  the  statistician  as 
upon  the  figures  themselves.  Tou  cannot  have  scientific 
statistical  results  unless  you  employ  scientifically  trained 

statisticians. 

RiOHMOKD  Mayo  Smith. 


RUSKIN  AS  A  POLITICAL  BCONOIOST. 

Wbitino,  in  1871,  the  final  prqftfcce  to  Jfiwirw  JiiliPgrit, 

Mr.  Rnflkin  says,  ^The  following  pages  oontain,  I  believo* 
the  first  accuiato  analysis  of  tlie  laws  of  pditioal  eoonoinj 
which  has  been  published  in  England.**  On  tba  otiheir 
hand,  the  Doily  N€W9^  as  quoted  by  Ruskin  himself,  oaHed 
his  Fan  Olavigmra  ^a  cuzious  magarine  of  the  hhrndsES 
of  a  man  of  genius  who  has  travelled  out  of  his  prorinoe.'* 
Which  is  right? 

^  Mr.  Ruskin  has  both  undertaken  to  meet  the  anlqeot 
on  its  old  ground  and  to  extend  it  over  new.  He  Iiaa 
troated  it  according  to  the  rules  other  economiste  had 
left,  and  he  has  sought  to  establish  for  it  new  roles  of 
his  own.  He  has  written  of  political  economy  as  under- 
stood by  economists,  and  of  political  economy  as  nnder- 
stood  by  himself.    Let  us  take  the  narrower  limit  first. 

Ruskin's  economic  writings  are  to  be  found  chiefly  in 
Munera  Pulverii,  The  Grown  of  WUd  Olive,  Unto  Tku 
Laety  Sesame  and  Liliee,  and  Time  and  Tide ;  secondarily, 
scattered  through  the  leaves  of  Fore  Olavigera;  and, 
lastly,  paeeim  in  all  his  works.  He  has  never  written  a 
systematic  treatise,  hardly  even  a  synopsis,  of  his  views. 
There  is,  consequently,  much  obscurity,  more  repetition, 
and  some  contradiction.  Obviously,  the  first  difficolly  of 
the  critic  of  Ruskin's  principles  wUl  be  the  discovery  and 
just  expression  of  them. 

Ruskin  is  always  wandering  and  digressive,  imaginative, 
and  capricious  in  style  and  thought.  He  is  generally  ^o- 
tistical,  sometimes  ill-tempered,  occasionally  even  ftliil^JBij 
and  absurd.  Many  of  lus  earlier  sentences  were  penned 
in  prejudice  and  ignorance;  some  of  his  last,  in  senile 
irritetion  at  the  world  in  which  he  writes;  and,  having 
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said  all  this  once,  his  critic  should  forever  and  finally  dis- 
miss it  from  the  question. 

I. 

^^  Eleven  years  ago,  in  the  summer  of  1860,"  says  Rus- 
kin,  in  the  preface  to  Munera  PuZvem,  ^^  perceiving  then 
fully  (as  Carlyle  had  done  long  before)  what  distress  was 
about  to  come  on  the  said  populace  of  Europe  through 
these  errors  of  their  teachers,  I  began  to  do  the  best  I 
might  to  combat  them,  in  the  series  of  papers  for  the 
CamhiU  Magazine^  since  published  under  the  title  of  Unto 
ThU  La$t.  The  editor  . . .  was  my  friend,  and  ventured 
the  insertion  of  the  three  first  essays;  but  the  outcry 
against  them  became  then  too  strong  for  any  editor  to 
endure,  and  he  wrote  to  me  .  • .  that  the  magazine  must 
only  admit  one  economical  essay  more. ...  As  I  had 
taken  not  a  little  pains  with  the  essays,  and  knew  that 
they  contained  better  work  than  most  of  my  former  writ- 
ings, and  more  important  truths  than  all  of  them  put  to- 
gether, this  violent  reprobation  of  them  by  the  Comhill 
public  set  me  still  more  gravely  thinking ;  and  ...  I  re- 
solved to  make  it  the  central  work  of  my  life  to  write  an 
exhaustive  treatise  on  Political  Economy."  Unto  Thi$ 
La$t^  then,  was  the  first  essay ;  but  Ruskin's  system  has 
been  such  as  to  make  any  sort  of  historical  treatment 
impossible.  Let  us,  without  regarding  order  of  publicsr 
tion,  first  consider  his  views  of  political  economy  as  it 
then  existed,  or — shall  we  say? — as  it  now  exists. 

Ab  domestic  economy  regulates  the  acts  and  habits  of  a  house- 
holdy  political  economy  regulates  those  of  a  society  or  State,  with 
reference  to  the  means  of  its  maintenance  [says  Buskin].  Political 
economy  is  neither  an  art  nor  a  science,  but  a  system  of  conduct  and 
legislation,  founded  on  the  sciences,  directing  the  arts,  and  impossi- 
ble except  under  certain  conditions  of  moral  culture.  The  study 
which,  lately,  in  England  has  been  called  political  economy  is,  in 
reality,  nothing  more  than  the  iuTestigation  of  some  accidental 
phenomena  of  modem  commercial  operations;  nor  has  it  been  true 
in  its  iuTestigation  even  of  these.     ^Munera  PulveriSy  L] 
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And  the  object  of  political  economy  is  the  maintenance 
of  the  State,  t.«., — 

The  support  of  its  population  in  healthy  and  happy  life,  and  the 
increase  of  their  numbers,  so  far  as  that  increase  is  conaiatent  with 
their  happiness.  It  is  not  the  object  of  political  economy  to  increase 
the  numbers  of  a  nation  at  the  cost  of  common  health  or  comfort, 
nor  to  increase  indefinitely  the  comfort  of  indiyiduals  by  sacrifice  of 
surrounding  liTes  or  possibilities  of  life.  The  assumption  which  lies 
at  the  root  of  nearly  all  erroneous  reasoning  on  political  economy  — 
namely,  that  its  object  is  to  accumulate  money  or  exchangeable  prop- 
erty —  may  be  shown  in  a  few  words  to  be  without  f omidation. . . . 

We  must  yet  farther  define  the  aim  of  political  economy  to  be 
"the  multiplication  of  human  life  at  the  highest  standard."  It 
might  at  first  seem  questionable  whether  we  should  endeavor  to 
maintain  a  small  number  of  persons  of  the  highest  type  of  beaaty 
and  intelligence  or  a  larger  number  of  an  inferior  class.  Bat  I  ahaU 
be  able  to  show  in  the  sequel  that  the  way  to  maintain  the  largest 
number  is  first  to  aim  at  the  highest  standard. . . . 

The  perfect  type  of  manhood,  as  just  stated,  involves  the  perfec- 
tions (whatever  we  may  hereafter  determine  these  to  be)  of  his  body, 
affections,  and  intelligence.  The  material  things,  therefore,  whi<^ 
it  is  the  object  of  political  economy  to  produce  and  use  (or  aocomn- 
late  for  use)  are  things  which  serve  either  to  sustain  and  comfort  the 
body  or  exercise  rightly  the  affections  and  form  the  intelligence. 
TVTiatever  truly  serves  either  of  these  purposes  is  "  useful "  to  man, 
wholesome,  healthful,  helpful,  or  holy.  By  seeking  such  things,  man 
prolongs  and  increases  his  life  upon  the  earth. . . . 

To  thoughtless  persons,  it  seems  otherwise.  The  world  looks  to 
them  as  if  they  could  cozen  it  out  of  some  ways  and  means  of  life. 
But  they  cannot  cozen  it  :  they  can  only  cozen  their  neighbors.  .  .  . 
For  every  piece  of  wise  work  done,  so  much  life  is  granted;  for 
every  piece  of  foolish  work,  nothing ;  for  every  piece  of  wicked  work, 
so  much  death  is  allotted. . .  .  But,  when  the  means  of  life  are  once 
produced,  men,  by  their  various  struggles  and  industries  of  accumu- 
lation or  exchange,  may  variously  gather,  waste,  restrain,  or  distrib- 
ute them,  necessitating,  in  proportion  to  the  waste  or  restraint 
accurately,  so  much  more  death.  .  .  . 

Such  being  the  everlasting  law  of  human  existence,  the  essential 
work  of  the  political  economist  is  to  determine  what  are  in  reality 
useful  or  life-giving  things,  and  by  what  degrees  and  kinds  of  labor 
they  are  attainable  and  distributable.  This  investigation  divides 
itself  under  three  great  heads, —  the  studies,  namely,  of  the  phenom- 
ena: first,  of  wealth ;  secondly,  of  money;  and,  thirdly,  of  riches. 


/ 
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It  will  be  seen  that,  by  the  definitions  with  which  Ruskin 
starts,  we  are  perhaps  carried  out  of  the  domain  of  the 
orthodox  science.  Political  economy  has  become,  as  it 
were,  qualitative^  not  quantitative  merely, —  and  qualita- 
tive of  other  elements  than  money,  as  the  mercantile 
school  thought,  or  even  than  wealth,  as  defined  by  Smith 
and  Mill. 

Now,  this  is  the  first  great  change  that  Ruskin  seeks 
to  make  in  the  orthodox  science,  in  the  idea  of  what  is 
wealth ;  that  is,  of  what  is  value.  Tet  this  may  be  said 
to  be  within  the  scope  of  orthodox  economy,  which  treats 
of  labor,  of  value,  of  money,  of  x,  y,  and  2,  and  the  quan- 
tity of  each.  Ruskin  does  not  yet  introduce  a  fourth  vari- 
able ;  but  he  says :  ^^  Your  y  is  not  y :  it  is  a  -|-  &•  In 
fact,  you  do  not  know  anything  about  y." 

The  real  gist  of  these  papers,  their  central  meaning  and  aim,  is  to 
giTe  ...  a  logical  definition  of  wealth.  . . .  The  most  repated  essay 
on  that  subject  which  has  appeared  in  modem  times,  after  opening 
with  the  statement  that  *'  writers  on  political  economy  profess  to  teach 
or  to  investigate  the  nature  of  wealth,"  thus  foUows  up  the  declara- 
tion of  its  thesis :  *'  Every  one  has  a  notion,  sufficiently  correct  for 
common  purposes,  of  what  is  meant  by  wealth. ...  It  is  no  part  of  the 
design  of  this  treatise  to  aim  at  metaphysical  nicety  of  definition." 
[Unto  This  Last,  Preface.] 

What  should  we  think,  says  Ruskin,  of  a  writer  on 
astronomy  who  began  his  treatise  by  saying.  Every  one 
has  a  notion,  su£5ciently  correct  for  common  purposes,  of 
what  is  meant  by  stars?  ^^ There  is  not  one  person  in 
ten  thousand  who  has  a  notion  sufiSciently  correct,  even 
for  the  commonest  purposes,  of  ^what  is  meant'  by 
wealth ;  still  less  of  what  wealth  everlastingly  u,  whether 
we  mean  it  or  not." 

He  quotes  Mill's  definition:  wealth  consists  of  all 
useful  and  agreeable  objects  which  possess  exchangeable 
value.    What,  then,  is  value  ? 

The  word  ^  value,"  when  used  without  adjunct,  always  means  in 
political  economy  value  in  exchange  (Mill,  in.  L  3).    So  that,  if  two 
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diipi  oumot  ezoluuige  tliBir  niddeny  tliBir  nidikts  an^  in  pobftlBiKeeo- 
nomie  langnage,  of  no  Tihie  to  MbuJ    [CTiMa  Tkb  Ltut,  It.] 

MoieoYer,  naefnlnesB  and  agieeableneis  imderiie  the 
ezohange  Talue,  and  most  exist  befine  we  oaa  esteem  tbe 
an  object  of  wealth. 


Now,  the  eooDomioal  uef alnets  of  a  tfaing  dspendt  not  uMsnikj  on 
its  own  natare,  hot  on  the  nnmbor  of  peofile  who  oan  and  wiU  nao  IL 
A  hone  is  nseless,  and  therefore  nnsaJahle,  if  no  one  can  ridey  a  awotd 
if  no  one  can  strike,  and  meat  if  no  one  can  eat.  Thns  every  mate* 
rial  utility  depends  on  its  xelatiTe  hmnan  c^paeltj.  Similarljp  tlio 
agreeableness  of  a  thing  depends  not  merelj  on  Us  own  li^^frrnai, 
bat  on  the  number  of  peofila  iHio  can  be  got  to  like  it.  •  .  . 

That  is  to  say,  the  agreeableness  of  a  thing  depends  on  its  lelatiTe 
human  disposition.  Therefore,  pditieal  economy,  being  n  aeienoe  of 
wealth,  must  be  a  science  respecting  human  oapadtiea  and  dispo- 
sitions. But  moral  consideralions  hare  nothing  to  do  with  p^Mtiflal 
economy  (Mill,  iii.  L  2).  Therefore,  moral  considerations  hnfe  noth* 
ing  to  do  with  human  capacities  and  dispositions. 


Ruskin  also  oombats  the  views  that  ^anything  which  is 
an  object  of  desire  to  numbers,  and  is  limited  in  qnantily 
so  as  to  have  rated  worth  in  exchange,  may  be  oaUed  or 

[even]  virtually  become  wealth  " ;  and  that  "  the  worth  of 
things  depends  on  the  demand  for  them  instead  of  on  the 
use  of  them."  And  he  compares  an  obscene  French  litho- 
graph with  the  pictures  of  Tintoret  in  Venice.  The  labor 
employed  on  the  stone  for  the  lithograph  was  very  much 
more  than  Tintoret  gave  to  his  picture:  if  labor  be  the 
origin  of  value,  therefore,  the  stone  is  the  more  valuable 
article  of  the  two.  And  since,  also,  it  is  capable  of  produc- 
ing a  large  number  of  immediately  salable  or  exchange- 
able impressions,  for  which  the  ^^  demand "  is  constant, 
the  city  of  Paris  is,  under  all  hitherto  stated  principles 
of  political  economy,  richer  in  the  possession  of  the  litho- 
graphic stone  than  Venice  with  the  picture. 

But  no.  Wealth  consists  in  an  intrinsic  value  developed 
by  a  vital  power ;  and  the  study  of  wealth  is  a  province 
of  natural  science, —  it  deals  with  the  essential  properties 
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of  things.  The  Btudj  of  money  is  a  province  of  commer- 
cial science :  it  deals  with  conditions  of  engagement  and 
exchange.  The  study  of  riehes  is  a  province  of  moral  sci- 
ence: it  deals  with  the  due  relations  of  men  to  each 
other  in  regard  to  their  material  possessions,  and  with  the 
just  laws  of  their  association  for  purposes  of  labor.  And 
wealth  consists  of  things  in  themselves  valuable ;  money ^  of 
documentary  claims  to  the  possession  of  such  things  (not 
only  a  ^  medium  of  exchange  ") ;  and  rxehee  is  a  relative 
term,  expressing  the  magnitude  of  the  possessions  of  one 
person  or  society  as  compared  with  those  of  others. 
Now,  then,  what  is  value  ? 

Value  signifies  the  strength  or  ''aTailing"  of  anything  towards 
the  sustaining  of  life,  and  is  always  twofold ;  that  is  to  say,  primarily, 
uriRiNSic,  and,  secondarily,  effectual. 

The  reader  most,  by  anticipation,  be  warned  against  confusing 
value  with  cost  or  with  price.  Value  it  the  life-giving  power  of  any- 
thing ;  co$t^  the  quantity  of  labor  required  to  produce  it ;  prtce,  the  quantity 
of  labor  which  its  possessor  will  take  in  exchange  for  it.  Cost  and  price 
are  commercial  conditions,  to  be  studied  under  the  head  of  money. 

Intrinsic  value  is  the  absolute  power  of  anything  to  support  life. 
A  sheaf  of  wheat  of  given  quality  and  weight  has  in  it  a  measurable 
power  of  sustaining  the  substance  of  the  body ;  a  cubic  foot  of  pure 
air,  a  fixed  power  of  sustaining  its  warmth ;  and  a  cluster  of  flowers 
of  given  beauty,  a  fixed  power  of  enlivening  or  animating  the  senses 
and  heart. 

It  does  not  in  the  least  affect  the  intrinsic  value  of  the  wheat,  the 
air,  or  the  flowers,  that  men  refuse  or  despise  them.  Used  or  not, 
their  own  power  is  in  them,  and  that  particular  power  is  in  nothing 
else. 

But,  in  order  that  this  value  of  theirs  may  become  effectual,  a 
certain  state  is  necessary  in  the  recipient  of  it. . . .  The  production  of 
effectual  value,  therefore,  always  involves  two  needs:  first,  the  production 
of  a  thing  essentially  useful ;  then  the  production  of  the  capacity  to  use  it. 
Where  the  intrinsic  value  and  acceptant  capacity  come  together, 
there  is  effectual  value,  or  wealth ;  where  there  is  either  no  intrinsic 
value  or  no  acceptant  capacity,  there  is  no  effectual  value, —  that  is 
to  say,  no  wealth.  A  horse  is  no  wealth  to  us  if  we  cannot  ride,  nor 
a  picture  if  we  cannot  see,  nor  can  any  noble  thing  be  wealth,  except  to  a 
noble  person.    As  the  aptness  of  the  user  increases,  the  effectual  value 
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of  the  thing  used  increases,  and  in  its  entirety  can  oo-exist  only  with 
perfect  skill  of  use  and  fitness  of  nature.     [Munera  PulveHs,  L] 

^^  Valuable  material  things,'*  he  goes  od,  *^maj  be  con- 
veniently referred  to  five  heads  "  :  — 

(1)  l^nd,  with  its  associated  air,  water,  and  organisms. 

(2)  Houses,  furniture,  and  instruments. 

(3)  Stored  or  prepared  food,  medicine,  and  articles  of  bodily  lux- 
ury, including  clothing. 

(4)  Books. 

(5)  Works  of  art. 

A  list  notable  chiefly  for  its  omissions. 

Value  depends  neither  on  price,  as  when  the  owner  of 
a  ^^  galled  jade "  paid  for  it  his  hundred  pounds,  nor  on 
cost,  as  in  the  Paris  lithographic  stone,  nor  on  caprice. 
^^And  the  wealth  of  the  world  consists  broadly  in  its 
healthy  food-giving  land,  its  convenient  building  land,  its 
useful  animals,  its  useful  minerals,  its  books  and  works 
of  art." 


ValoTf  from  valere,  to  be  well  or  strong  (vyiaivJ), —  strong,  m  life 
(if  a  man),  or  valiant;  strong,  for  life  (if  a  thing),  or  valuable.  To 
be  "  valuable,"  therefore,  is  to  "  avail  towards  life."  A  truly  valu- 
able or  availing  thing  is  that  which  leads  to  life  with  its  whole 
strength.  In  proportion  as  it  does  not  lead  to  life,  or  as  its  strength 
is  broken,  it  is  less  valuable.  In  proportion  as  it  leads  away  from 
life,  it  is  unvaluable  or  malignant.  The  value  of  a  thing,  therefore, 
is  independent  of  opinion  and  of  quantity. . .  . 

The  real  science  of  political  economy,  which  has  yet  to  be  distin- 
guished from  the  bastard  science,  as  medicine  from  witchcraft  and 
astronomy  from  astrology,  is  that  which  teaches  nations  to  desire 
and  labor  for  the  things  that  lead  to  life,  and  which  teaches  them  to 
scorn  and  destroy  the  things  that  lead  to  destruction.  And  if,  in 
a  state  of  infancy,  they  suppose  indifferent  things,  such  as  excres- 
cences of  shell-fish  and  pieces  of  blue  and  red  stone,  to  be  valuable, 
and  spend  large  measure  of  the  labor  which  ought  to  be  employed 
for  the  extension  and  ennobling  of  life  in  diving  or  digging  for  them 
and  cutting  them  into  various  shapes ;  or  if ,  in  the  same  state  of  in- 
fancy, they  imagine  precious  and  beneficent  things,  such  as  air,  light, 
and  cleanliness,  to  be  valueless ;  or  if,  finally,  they  imagine  the  condi- 
tions of  their  own  existence,  by  which  alone  they  can  truly  possess  or 
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1186  an3rthmg, —  snch,  for  instance,  as  peace,  trust,  and  love, —  to  be 
prudently  exchangeable,  when  the  market  offers,  for  gold,  iron,  or  ex- 
crescences of  shells, —  the  great  and  only  science  of  political  economy 
teaches  them,  in  all  these  cases,  what  is  vanity  and  what  is  substance, 
and  how  the  service  of  Death,  the  Lord  of  Waste,  and  of  eternal  empti- 
ness, differs  from  the  service  of  Wisdom,  the  Lady  of  Saving,  and  of 
eternal  fulness, —  she  who  has  said,  **  I  wiU  cause  those  that  love  me 
to  inherit  substance,  and  I  will  fill  their  treasures/'  lUnto  This 
Last,  iv.] 

And  the  term  ^^  wealth ''  is  never  to  be  attached  to  the 
accidental  object  of  a  morbid  desire,  but  only  to  the  con- 
stant object  of  a  legitimate  one.  It  is  intrinsic.  It  is 
dependent,  in  order  to  become  effectual,  on  a  given  degree 
of  vital  power  in  the  possessor.  ^^  In  giving  the  name  of 
wealth  to  a  thing  we  cannot  use,  we  in  reality  confuse 
wealth  with  money";  for  it  has  only  value  in  exchange, 
not  effectual  value.  It  is  at  best  a  cumbrous  form  of 
bank-note.  ^^  Wealth  is  the  possession  of  the  valuable  by 
the  valiant.''  And  it  follows,  the  actual  existence  of 
wealth  being  ^^  dependent  on  the  power  of  its  possessor, 
that  the  sum  of  wealth  held  by  the  nation,  instead  of  being 
constant  or  calculable,  varies  hourly  —  nay,  momentarily 
—  with  the  number  and  character  of  its  holders.  And, 
further,  since  the  worth  of  currency  is  proportioned  to  the 
sum  of  material  wealth  which  it  represents,  if  the  sum  of 
the  wealth  changes,  the  worth  of  the  currency  changes." 

So  much  for  the  material  of  the  science,  the  y  of  which 
it  treats.  I  have  quoted  at  length  upon  this  point,  partly 
because  it  seems  likely  to  remain  the  most  effectual  part 
of  Ruskin's  quota  to  the  history  of  economics,  partly 
because  it  was  necessary  once  for  all  to  give  an  idea  of 
Ruskin's  style  and  matter, —  a  style  loaded  with  thought 
so  broad,  with  meaning  so  full,  that  it  is  as  unjust  to  sum  / 
it  up  in  formulas  as  to  represent  a  statue  by  mathematical 
lines.  Yet  all  this  can  hardly  be  said  to  transcend  the 
scope  of  economics.  So  far  as  Ruskin  places  his  wealth 
in  land  and  its  products,  he. merely  reacts  towards  the 
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physiocrats  and  Quesnay  from  Adam  Smithes  critiGiam  of 
them.  And  many  others  before  Ruskin  have  pointed  out 
that  Adam  Smith,  after  distinguishing  value  in  exchange 
from  intrinsic  or,  as  Ruskin  calls  it,  effectual  value,  drops 
the  latter  from  the  case.  Ruskin  picks  it  up.  So  £Bir,  the 
general  consensus  of  later  economists  is  with  him,  even 
as  reported  in  those  repertories  of  the  average,  the  ency- 
clopaedias. Let  us  now  turn  to  minor  but  more  mooted 
points. 

II. 

What  is  productive  labor?  "That  which  produces 
utilities  fixed  and  embodied  in  material  objects,"  says  MilL 
Ruskin  takes  the  definition,  and  with  amusing  irony,  too 
long  to  quote  (see  JFVrt,  letter  iv.),  reduces  it  rapidly  to 
a  Saxon  sentence:  "The  Greatest  Thinker  in  England 
means  by  these  beautiful  words  to  tell  you  that  Produc- 
tive labor  is  labor  that  produces  a  Useful  Thing,  which, 
indeed,  perhaps  you  knew." 

But,  if  Mr.  Mill  had  said  so  much,  simply,  you  might  have  been 
tempted  to  ask  farther,  "  What  things  are  useful  and  what  are  not  ?  " 
And  as  Mr.  Mill  does  not  know,  nor  any  other  Political  Economist 
going,  and  as  they  therefore  particularly  wish  nobody  to  ask  them, 
it  is  convenient  to  say,  instead  of  "useful  things,"  "utilities  fixed 
and  embodied  in  material  objects,"  because  that  sounds  so  very  com- 
plete and  satisfactory  information  that  one  is  ashamed,  after  getting 
it,  to  ask  for  any  more.  . .  .     [^Fars,  iv.] 

Mr.  Mill  has  not  defined  the  real  meaning  of  usefulness.  The 
definition  which  he  has  given  —  "  capacity  to  satisfy  a  desire  or  serve 
a  purpose  "  (iii.  i.  2)  —  applies  equally  to  the  iron  and  silver ;  while 
the  true  definition  —  which  he  has  not  given,  but  which,  nevertheless, 
underlies  the  false  verbal  definition  in  his  mind,  and  comes  out  once 
or  twice  by  accident  (as  in  the  words  "any  support  to  life  or 
strength  "  in  i.  i.  5)  —  applies  to  some  articles  of  iron,  but  not  to 
others,  and  to  some  articles  of  silver,  but  not  to  others.  It  applies 
to  ploughs,  but  not  to  bayonets,  and  to  forks,  but  not  to  filigree. 
[Unto  This  Last,  iv.] 

Ruskin  is  equally  intolerant  of  Mill's  exposition  of  a 
demand  for  labor  not  a  demand  for  commodities,  in  which 
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celebrated  argument  (Mill's  Prineiplety  vol.  i.  p.  102)  he 
discovers  three  fallacies,  and  concludes :  — 

Underlying  these  three  fallacies,  however,  there  is  in  the  mind  of 
"  the  greatest  thinker  of  England "  some  consciousness  of  a  partial 
truth  which  he  has  never  yet  been  able  to  define  for  himself,  still 
less  to  explain  to  others.  The  real  root  of  them  is  his  conviction 
that  it  is  beneficial  and  profitable  to  make  broadcloth,  and  unbenefi- 
cial  and  unprofitable  to  make  lace.    IFon,  iL] 

Ruskin  is  never  so  jocund  as  when  detecting  these  fail- 
ures in  consistency  in  Mr.  Mill,  which,  he  seems  to  think, 
yet  may  save  Mill's  soul. 

So  much  for  wealth  and  value  and  produce ;  t.«.,  product 
of  productive  labor.  Now,  what  is  money  ?  Not  merely 
nor  even  chiefly,  but  only  incidentally,  a  ^*  medium  of  ex- 
change " :  essentially,  it  is  far  more  than  this.  Whether 
gold  or  silver  or  bank-notes,  or  even  perhaps  bonds,  it  is  a 
doeumentaiy  evidence  of  legal  claims. 

It  is  not  wealth,  but  a  documentary  claim  to  wealth,  being  the 
sign  of  the  relative  quantities  of  it  or  of  the  labor  producing  it  to 
which  at  a  given  time  persons  or  societies  are  entitled. 

If  all  the  money  in  the  world  —  notes  and  gold  —  were  destroyed 
in  an  instant,  it  would  leave  the  world  neither  richer  nor  poorer  than 
it  was.  But  it  would  leave  the  individual  inhabitants  of  it  in  differ- 
ent relations. 

Money  is,  therefore,  correspondent  in  its  nature  to  the  title-deed 
of  an  estate.  Though  the  deed  be  burned,  the  estate  still  exists,  but 
the  right  to  it  has  become  disputable. . . .     {^Munera  Pulveria^  L] 

The  currency  of  any  country  comists  of  every  document  acknowledging 
debt  which  it  traniferable  in  the  country.  [And  a  gold  piece  is  as  much 
a  document  as  a  bond.] 

This  transferableness  depends  upon  its  intelligibility  and  credit. 
Its  intelligibility  depends  chiefly  on  the  difficulty  of  forging  anything 
like  it ;  its  credit,  much  on  national  character,  but  ultimately  always 
on  tke  existence  of  substantial  means  of  meeting  its  demand. . . . 

Legally  authorized  or  national  currency,  in  its  perfect  condition, 
is  a  form  of  public  acknowledgment  of  debt  so  regulated  and  divided 
that  any  person  presenting  a  commodity  of  tried  worth  in  the  public 
market  shall,  if  he  please,  receive  in  exchange  for  it  a  document  giv- 
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ing  him  claim  to  the  return  of  its  equivalent,  (1)  in  any  plm<»y  (2)  at 
any  time,  and  (3)  in  any  kind. 

When  a  currency  is  quite  healthy  and  vital,  the  persons  intnuted 
with  its  management  are  always  able  to  give  on  demand  either, 

A.  The  assigning  document  for  the  assigned  quantity  of  goodB, 
Or, 

B.  The  assigned  quantity  of  goods  for  the  assigning  document. 

If  they  cannot  give  document  for  goods,  the  national  exchange  is 
at  fault. 

If  they  cannot  give  goods  for  document,  the  national  credit  is  at 
fault. 

The  nature  and  power  of  the  document  are  therefore  to  be  ex- 
amined under  the  three  relations  it  bears  to  place,  tinxe,  and  kind. 
[i&uf.,  ii.] 

And  eoMt  and  price  are  commercial  conditions,  to  be 
studied  under  the  head  of  money.  They  are  counted  in 
labor.  Labor  is  literally  the  quantity,  "lapse,"  loss  or 
failure  of  human  life  caused  by  any  effort;  the  ntff^ering 
in  effort;  "that  quantity  of  our  toil  which  we  die  in." 
And  cost,  "the  quantity  of  labor  necessary  to  obtain  a 
thing,  the  quantity  for  which  it  *  stands*  Qeonstaty;  you 
shall  win  it,  come  at  it,  for  no  less  than  this."  But  its 
price  is  dependent  on  human  will. 

The  price  of  anything  stands  on  four  variables :  — 

(1)  Its  cost. 

(2)  Its  attainable  quantity  at  that  cost. 

(3)  The  numV)er  and  power  of  the  persons  who  want  it. 

(4)  The  estimate  they  have  formed  of  its  desirableness. 

Its  value  only  affects  it«  price  so  far  as  it  is  contemplated  in  this 
estimate ;  perhaps,  therefore,  not  at  all.     [/ftic?.,  i.] 

Demand  and  supply,  it  will  be  seen,  are  to  fare  hardly 
with  Ruskin.  He  claims:  first,  that  both  wages  and 
(largely)  prices  should  be  regulated  artificially;  second, 
that  they  are  so  regulated  to  a  great  extent.  "  I  give  my 
servants  what  I  choose ;  nor  do  we  offer  prime  minister- 
ships for  sale  at  a  Dutch  auction."  The  costermongers 
downset  the  price  of  fish  in  London :  if  the  supply  becomes 


BUSKIN  A8  A  POLITICAL  ECONOMIST  425 

dangerous,  the  surplus  is  destroyed.  So  Chicago  beef- 
men  fix  the  price  of  steaks  in  Boston,  and  close  corpora- 
tions or  majorities  the  price  of  milk,  and  doctors'  fees,  and 
the  wages  of  plumbers ;  and  in  free  New  England  towns, 
of  unskilled  labor, —  two  dollars  a  day.  ^^  All  that  I  want 
you  to  see  is,"  cries  Ruskin,  ^^  not  only  the  possibility  of 
regulating  prices,  but  the  fact  that  they  are  now  regu- 
lated, and  regulated  by  rascals,  while  all  the  world  is 
bleating  out  its  folly  about  Supply  and  Demand."  And 
in  his  St.  George's  Utopia  he  bases  the  price  of  a  day's 
produce  on  a  day's  maintenance,  with  due  regard  to  sur- 
plus and  requirements  of  the  occupation ;  and  will  have 
machinery,  mining,  coal  work,  and  steam  work  —  not  agri- 
culture —  done  by  criminals. 

When  we  come  to  questions  of  land  and  rent,  money 
and  interest,  capital  and  profits,  Ruskin  shares  in  the 
obscurity  and  self-contradiction  that  seem  to  possess  all 
writers  who  are  not  visionaries,  since  and  beginning  with 
the  later  works  of  John  Stuart  Mill, —  a  cloud  slow  to  lift 
because,  of  the  underlying  prospect,  the  world  would  fain 
yet  be  blind ;  although  the  result  is  always  confusion  and 
hypocrisy.  This  obscurity  arises  from  the  fact  that  we 
have  reached  the  junction  of  two  ways ;  and  economists,  at 
least,  do  not  dare  to  choose.  So  simple  is  this  question, 
so  old  and  hackneyed ;  and  yet  not  a  legislator  in  West- 
minster or  Washington  that  sees,  or,  if  he  sees,  is  true,  to 
either  side.  Yet  persistently  now  fate  iterates  the  ques- 
tion, and  inexorably  shall  the  answer  be  demanded :  Bo 
you  recognize  the  right  of  private  property^  or  do  you  not  t 
And  then,  pressing  close  on  this,  another  and  a  darker 
question,  whose  answer  largely  hangs  upon  the  first :  Do 
you  recognize  individual  liberty  (so  long  as  man  commits 
no  crime  upon  his  fellows),  or  do  you  not  t 

Ruskin  takes  up  Fawcett's  definition :  — 

«<\Ve  have  described  the  reqaisites  of  production  to  be  three, — 
hmd,  labor,  and  capital.    Since,  therefore,  land,  labor,  and  capital  are 
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essential  to  the  production  of  wealth,  it  is  natnnJ  to  suppose  that  the 
wealth  which  is  produced  ought  to  be  possessed  by  those  who  own 
the  land,  labor,  and  capital,  which  have  respectirelj  oontribated  to 
its  production.  The  share  of  wealth  which  is  thus  aDottod  to  the 
possessor  of  the  land  is  termed  rent,  the  portion  allotted  to  the  labcHW 
is  termed  wages,  and  the  remuneration  of  the  capitalist  is  termed 
profit" 

Ton  observe  that  in  this  very  meritoriously  clear  sentence  both  the 
possessor  of  the  land  and  the  possessor  of  the  capital  are  assomed  to 
be  absolutely  idle  persons. . . . 

But  Professor  Fawcett's  sentence . . .  yet  is  not  as  dear  as  it 
might  be.  It  is,  indeed,  gracefully  ornamental  in  the  tiae,  in  its  last 
clause,  of  the  three  words  ^*  share,"  **  portion,"  and  ^  remuneration  ** 
for  the  same  thing ;  but  this  Lb  not  the  clearest  imaginable  language. 
The  sentence  strictly  put  should  run  thus :  "  The  portion  of  wealth 
which  is  thus  allotted  to  the  possessor  of  the  land  is  termed  rent, 
the  portion  allotted  to  the  laborer  is  termed  wages,  and  the  portion 
allotted  to  the  capitalist  is  termed  profit." 

And  you  may  at  once  see  the  advantage  of  reducing  the  sentence 
to  these  more  simple  terms;  for  Professor  Fawcett's  ornamental 
language  has  this  danger  in  it,  that  *<  remuneration  "  being  so  much 
grander  a  word  than  "  portion  "  in  the  very  roll  of  it  seems  to  imply 
rather  a  thousand  pounds  a  day  than  three  and  sixpence.  And,  until 
there  be  scientific  reason  shown  for  anticipating  the  portions  to  be 
thus  disproportioned,  we  have  no  right  to  suggest  their  being  so  by 
ornamental  variety  of  language. 

Again,  Professor  Fawcettt's  sentence  is,  I  said,  not  entirely  scien- 
tific. He  founds  the  entire  principle  of  allotment  on  the  phrase  "  it 
is  natural  to  suppose,"  but  I  never  heard  of  any  other  science  founded 
on  what  it  was  natural  to  suppose.  Do  the  Cambridge  mathemati- 
cians, then,  in  these  advanced  days,  tell  their  pupils  that  it  is  natural 
to  suppose  the  three  angles  of  a  triangle  are  equal  to  two  right 
ones  ?  Nay,  in  the  present  case,  I  regret  to  say  it  has  sometimes  been 
thought  wholly  unnatural  to  suppose  any  such  thing,  and  so  exceed- 
ingly unnatural  that  to  receive  either  a  "  remuneration  "  or  a  "  por- 
tion "  or  a  "  share  "  for  the  loan  of  anything,  without  personally  work- 
ing, was  held  by  Dante  and  other  such  simple  persons  in  the  Middle 
Ages  to  be  one  of  the  worst  of  the  sins  that  could  be  committed 
against  nature;  and  the  receivers  of  such  interest  were  put  in  the 
same  circle  of  hell  with  the  people  of  Sodom  and  Gomorrah.  .  .  . 
IForSf  xi.] 

Thus  —  at  first  hesitatingly,  in  his  last  writings  utterly 
—  Ruskin  condemns  all  interest  for  loans.     The  fallacy 
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in  his  expressed  argument  is  easily  found.  William  bor- 
rows of  James  a  [dane  January  1.  He  makes  a  plank, 
and  uses  up  the  plane  in  the  year.  On  December  81,  he 
returns  James  a  new  plane  therefor  —  and  a  plank.  On 
January  1,  he  borrows  the  new  plane;  and  the  process 
goes  on  as  before.  The  ^^ position  of  James"  is  that  he 
gets  a  new  plank  every  year ;  and  Ruskin  wastes  endless 
irony  on  the  position  of  the  obliging,  the  **  sweetest  of 
possible  Williams,"  who  gives  it  him.  But  why  not? 
The  plank  toas  not  the  only  plank  William  made  during 
the  year^  as  Ruskin  tacitly  assumes;  and,  as  to  James, 
suppose  the  plane  had  been  an  acre  of  land?  Interest  is 
the  rent  of  unfixed  capital.  Will  you  forbid  the  rent  of 
land  ?  Then  why  not  the  purchase  money  ?  If  a  man  can 
sell  forever,  cannot  he  sell  for  a  year  ? 

Interest  and  rent  are  both  the  logical  consequence  of 
the  institution  of  private  property.  Ruskin,  therefore, 
should  attack  this.  But  what  does  he  say  of  private 
property? 

The  first  necessity  of  all  economical  government  \a  to  secure  the 
unquestioned  and  unquestionable  working  of  the  great  law  of  Prop, 
erty, — that  a  man  who  works  for  a  thing  shall  be  allowed  to  get  it^ 
keep  it,  and  consume  it  in  peace;  and  that  he  who  does  not  eat 
hia  cake  to^y  shall  be  seen  without  grudging  to  have  his  cake 
to-morrow.     \Munera  Pulverisj  ii.] 

I  did,  indeed,  cut  out  a  slip  from  the  Birmingham  Morning  Newi 
last  September  (12th),  containing  a  letter  written  by  a  gentleman 
signing  himself  ** Justice"  in  person,  and  professing  himself  an  en- 
gineer, who  talked  very  grandly  about  the  "individual  and  social 
laws  of  our  nature;  but  he  had  arrived  at  the  inconvenient  conclu- 
sions that  "no  individual  has  a  natural  right  to  hold  property  in 
land,"  and  that  "  all  land  sooner  or  later  must  become  public  prop- 
erty." I  call  this  an  inconvenient  conclusion,  because  I  really  think 
you  would  find  yourselves  greatly  inconvenienced  if  your  wives 
couldn't  go  into  the  garden  to  cut  a  cabbage  without  getting  leave 
from  the  Lord  Mayor  and  Corporation ;  and,  if  the  same  principle  is 
to  be  carried  out  as  reg^ards  tools,  I  beg  to  state  to  Mr.  Justice-in- 
Person  that,  if  anybody  and  everybody  is  to  use  my  own  particular 
palette  and  brushes,  I  resign  my  ofl^  of  Professor  of  Fine  Art. . . . 
IForSj  xL] 
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And  of  land?  Ruskin  fully  appreciates  the  problen 
He  speaks  in  The  Orown  of  WUd  Olive  of  ^  that  beautifv 
arrangement  of  dwelling-houses  for  man  and  beast  b 
which  we  have  grouse  and  blackcock,  so  many  brace  i 
the  acre;  and  men  and  women,  so  many  brace  to  tt 
garret."  Yet  in  Fore  he  says,  in  answer  to  the  questioi 
^Can  the  world  —  its  oceans,  seas,  lakes,  rivers,  cent 
nents,  islands,  or  portions  thereof — be  rightfully  treate 
by  human  legislators  as  the  *  private  property '  of  indivi 
uals?"  ^Certainly.  Else  would  man  be  more  wretch< 
than  the  beasts,  who  at  least  have  dens  of  their  own." 

Land  was  obtained  by  force  (see  Fawcett,  PMtieal  Xco 
omjfy  p.  112),  and  must  be  maintained  by  force.  ^^It  is  ti 
nearest  task  of  our  day  to  discover  how  fax  original  the 
may  be  justly  encountered  by  reactionary  theft, —  wht 
excluding  either,  are  the  just  conditions  of  the  possessi 
of  land.  .  .  .  The  British  constitution  is  breaking  £s 
It  never  was,  in  its  best  days,  entirely  what  its  stout  own 
flattered  itself.  Neither  British  constitutions  nor  Bi 
ish  law,  though  it  seal  with  as  many  seals  as  the  mead( 
had  buttercups,  can  keep  your  landlordships  safe  heneef 
ward  for  an  hour.  You  will  ^lave  to  fight  for  them, 
your  fathers  did." 

Two  merchants  bid  for  the  two  properties,  but  not  in  the  sa 
terms.  One  bids  for  the  people,  buys  t?iem,  and  sets  them  to  w< 
under  pain  of  scourge;  the  other  bids  for  the  rock,  buys  i/,  i 
throws  the  inhabitants  into  the  sea.  The  former  is  the  Americ 
the  latter  the  English  method  of  slavery.  Much  is  to  be  said  for  \ 
something  against  both. 

And  latest  of  all  (^Fore,  Aug.  31, 1880;  :  — 

I  am  obliged  also  to  affirm  the  one  principle  which  can,  and  in 
end  will,  close  all  epochs  of  Revolution, —  that  each  man  shall  poa 
the  ground  he  can  use,  and  no  more, —  use,  I  say,  either  for  f( 
beauty,  exercise,  science,  or  any  other  sacred  purpose;  that  e 
man  shall  possess  for  his  own  no  more  than  such  portion,  with 
further  condition  that  it  descends  to  his  son  inalienably,  right  of 
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mogeniture  being  in  this  matter  eternally  sure.    The  nonsense  talked 
abont  division  is  all  temporary.    Yon  can't  divide  forever. 

By  "primogeniture,"  Ruskin  probably  means,  or  we 
may  modify  it  to  mean,  descent  to  the  children  (or,  per- 
haps, the  sons  only  *)  in  common.  And,  further  (Octo- 
ber, 1884) :  "  Possession  of  land  implies  the  duty  of  liv- 
ing on  it  and  by  it.  . . .  The  nonsense  thought  and  talked 
about  nationalization  of  land,  like  other  nonsense,  must 
have  its  day,  I  suppose,  and  I  hope  soon  its  night."  In 
brief,  Ruskin  recognizes  property  in  all  things  but  land ; 
and  of  land  his  views  resemble  Henry  George's, —  per- 
haps it  would  be  truer  to  say  are  the  source  of  Henry 
George's. 

Rapidly  passing  over  a  few  minor  points  of  difference 
or  agreement  with  the  admitted  economists,  let  us  hasten 
to  Ruskin's  more  radical  writing, — his  eamtruetive  chap- 
ters, his  general  social  scheme:  — 

I  am  and  always  have  been  an  utterly  fearless  and  anscmpnlous 
free-trader. . . .  Let  other  nations,  if  they  like,  keep  their  ports  shut 
Every  wise  nation  will  throw  its  own  open.  It  is  not  the  opening 
them,  but  a  sudden,  inconsiderate,  and  blunderingly  experimental 
manner  of  opening  them,  which  does  the  harm.    lUrUo  T%»  Zojf,  iv.] 

The  only  honest  and  whoUy  right  tax  is  one  not  merely  on  in- 
come, but  property,  increasing  in  percentage  as  the  property  is 
greater.     [Fort,  vii.] 

The  first  beginnings  of  prosperity  must  be  in  getting  food,  clothes, 
and  fueL  . . .  All  capital  is  imaginary  and  unimportant,  except  the 
quantity  of  food  existing  in  the  world  at  any  given  moment . . . 

Rent  is  an  exaction  by  force  of  hand, . . .  but  had  better  at  present 
be  left. 

Wealth  . . .  has  been  generally  obtained  by  pillage  of  the  poor  [(.«., 
by  the  enffroising  of  their  labor :  see  below]. 

•  Riiikiii*B  views  on  women's  figlits  may  be  eonTenientiy  mentioiied  here : 

* '  Not  only  do  jon  declare  jronrMlTes  too  indolent  to  labor  for  danflrhten  and 
wires,  and  too  poor  to  rapport  them,  bnt  yon  have  made  the  neipleoted  and  die- 
traeted  creatures  bold  it  tor  an  honor  to  be  independent  of  70a,  and  shriek  for 
•ome  hold  of  the  mattock  for  thenuelTes.  BeUere  it  or  not,  as  jon  may,  there 
has  not  been  so  low  a  level  of  thon^t  readied  bv  any  race  since  they  grrew  to 
be  male  and  female  ont  of  star-fish  or  ehiokweeo,  or  whaterer  dse  they  have 
been  made  from  by  natural  selection,  according  to  modem  ■■•'•"•  " 
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Modem  U^  in  sappodng  thero  om  be  mrniigiHliiritiuu  TIm 
power  of  madiiiiee. .  •.  They  eennot  incieeee  the  rtrfiiWHtliie  uf  B£b^ 
but  onlj  the  poeribiKtieB  of  jdleneee. 

Thoe  eie^in  the  main,  two  greet  feUaeiwi  iHiloh  the  menele  rf 
the  world  rejoioe  in  meUng  ite  fodle  prodaim.  The  flnt  is  tiun^  hj 
oontinneUj  eichenging  and  cheating  eeeh  other  on  eBoiiMige^  two 
enbhanging  penona,  out  of  one  pot,  iltenuituiig  wiHi  ona  ^Tttkt  eaa 
make  their  two  fortiinea.    That  ia  the  prindple  of  Unada.  • . . 

^Ko  person  ^idiataoefer  ahaU  boy  llih,  to  aell  it  asnia,  in  tlia  naiv 
keta  of  Fkwenoe."  [And  Rnakin  derixea  anbh  lawa],  antU^  aboHah- 
ing  the  proleaeion  of  middla^nan,  or  ooatermonger,  oC  periahabla 
artldea  of  food* 

We  may  now  appropriately  doee  this  branch  of  the 
subject  with  the  oonaideratioii  of  indlTidnal  wtialth,  i.f., 
riches, — which  will  natorally  lead  us  to  that  moial  view  of 
political  economy,  in  general,  which  chiefly  distin^faishes 
Rnakin  from  all  saye  the  earliest  economists. 

Now,  riehu  is  a  rehttiye  term.  There  may  be  said  to 
be  two  economies,  says  Rnskin :  political  eoonomy, — the 
production,  preservation,  and  distribution,  at  fittest  time 
and  place,  of  useful  or  pleasurable  things ;  and  mercantile 
economy, —  the  economy  of  mercety  or  pay,  the  accumula- 
tion in  the  hands  of  individuals  of  legal  or  moral  claim 
upon  or  power  over  the  labor  of  others,  every  such  claim 
implying  precisely  as  much  poverty  or  debt  on  one  side 
as  it  implies  riches  or  right  on  the  other.  The  product  of 
the  former  economy  is  wealth ;  of  the  latter,  riches.  To 
become  rich  is  ^*  to  establish  the  maximum  inequality  in 
one's  favor."  But  such  inequality  cannot  be  shown  in 
the  abstract  to  be  either  advantageous  or  disadvantageous 
to  the  body  of  the  nation.  Suppose  two  sailors  cast 
away:  they  work  equally,  and  in  several  years  obtain 
a  hundred  acres  of  cultivated  land  and  a  house  apiece, 
certain  stores  and  cattle.  All  these  are  wealth,  real 
riches.  Then  one  falls  ill :  he  asks  the  other  to  sow  and 
reap  for  him.  "Certainly,"  says  the  latter,  "but  you 
must  give  a  written  promise  to  work  as  many  hours  for 
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me  at  any  future  time  at  any  work  I  choose."  What  is 
the  position  of  affairs  when  tke  invalid  is  able  to  resume 
work? 

Considered  as  a  state,  they  are  poorer  than  before. 
Considered  as  individuals,  the  sick  man  has  not  only 
pledged  his  labor  for  a  year  or  more,  but  has  probably 
exhausted  his  own  stores,  and  will  be  dependent  on  the 
other  for  some  time  for  food,  which  he  can  only  *^  pay  "  or 
reward  him  for  by  further  written  promises  to  labor.  If 
these  be  held  entirely  valid  (among  civilized  nations  their 
validity  is  secured  by  legal  measures),  the  well  person  may 
perhaps,  if  he  choose,  do  no  more  work  at  all.  He  has 
acquired  rieheB^  the  other  is  poor ;  yet  the  State  has  less 
wealth  than  before. 

It  will  be  seen  what  view  Ruskin  takes,  when  he  ap- 
plies this  reasoning  to  a  national  debt ;  and  how,  in  his 
positive  or  constructive  economics,  he  is  led  to  criticise  it, 
and  propose  instead  a  ^^  national  store."  But  for  the 
present  let  us  stop  at  the  conclusion  **  that  the  establish- 
ment of  the  mercantile  wealth,  which  consists  in  a  claim 
upon  labor,  signifies  a  political  diminution  of  the  real 
wealth,  which  consists  in  substantial  possessions." 

And  sacoess  (while  society  is  guided  by  laws  of  competition)  tigni' 
fit*  alwatfi  so  much  victory  over  your  neighbor  as  to  obtain  the  direction 
of  hb  work,  and  to  take  the  profits  of  it.  This  is  the  real  source  of  all 
great  riches.  No  man  can  become  largely  rich  by  his  personal  toiL 
The  work  of  his  own  hands,  wisely  directed,  will  indeed  always  main- 
tain himself  and  his  family,  and  make  fitting  provision  for  his  age. 
But  it  is  only  by  the  discovery  of  some  method  of  taxing  the  labor  of  others 
that  he  can  become  opulent.  Every  increase  of  his  capital  enables  him 
to  extend  this  taxation  more  widely ;  that  is,  to  invest  larger  funds 
in  the  maintenance  of  laborers, —  to  direct,  accordingly,  vaster  and 
yet  vaster  masses  of  labor,  and  to  appropriate  its  profits.  ^Munera 
Pulveris,  vi.] 

Ruskin's  father  left  him  some  two  hundred  thousand 
pounds,  acquired  by  the  ^^  engrossing  of  labor  "  in  Span- 
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yineyards.  What  has  he  done  with  this?  His  so- 
oounts  of  it  with  the  English  people  will  be  foond  soon- 
lately  set  forth  in  For$.  He  has  spent  it  for  his  poor 
relations,  for  the  encouragement  of  art,  and  dizeotly  for 
the  public  benefit, — so  wholly  spent  it  that  not  only  will 
he  leave  no  interest4)reeding  document  to  his  beizs,  bat 
hardly,  as  it  now  seems,  enough  seemly  to  furnish  forth  his 
end.  He  admits  a  certain  inoonsistenoy  in  haying  taken 
rent  or  interest  at  all;  but,  on  the  ^ole,  we  cannot 
challenge  him  here. 


To  present  Ruskin's  own  view  of  political  eoonomy,  as 
understood  by  him,  we  must  seek  for  sentences  thzongh- 
out  his  works,  as  he  nowhere  says  all  at  onoe.  Let  us 
collect  a  £bw  of  the  most  important:  — 


Among  the  deliifliani  irhich  at  diffarent  periods  have 
themsehret  of  the  minds  of  large  mssncs  of  the  homsn  race,  perhaps 
the  most  onrions — certsinly,  the  least  oreditsbls-— is  the  modem  m»- 
duani  science  of  political  economy,  based  on  the  idea  that  an  advan- 
tageous code  of  social  action  may  be  determined  irrespectiyely  of  the 
influence  of  social  affection. 

Of  course,  as  in  the  instances  of  alchemy,  astrology,  witchcraft, 
and  other  such  popular  creeds,  political  economy  has  a  plausible  idea 
at  the  root  of  it.  *<The  social  affections,"  says  the  economist,  <<aie 
accidental  and  disturbing  elements  in  human  nature,  but  avarice  and 
the  desire  of  progress  are  constant  elements.  Let  us  eliminate  the 
inconstants,  and,  considering  the  human  being  merely  as  a  covetous 
machine,  examine  by  what  laws  of  labor,  purchase,  and  sale  the  great- 
est accumulative  result  in  wealth  is  attainable.  Those  laws  once  de- 
termined, it  will  be  for  each  individual  afterwards  to  introduce  as 
much  of  the  disturbing  affectionate  element  as  he  chooses,  and  to 
determine  for  himself  the  result  on  the  new  conditions  supposed.** 

This  would  be  a  perfectly  logical  and  successful  method  of  analy- 
sis, if  the  accidentals  afterwards  to  be  introduced  were  of  the  same 
nature  as  the  powers  first  examined.  Supposing  a  body  in  moticm  to 
be  influenced  by  constant  and  inconstant  forces,  it  is  usually  the 
simplest  way  of  examining  its  course  to  trace  it  first  under  the  per^ 
sistent  conditions,  and  afterwards  introduce  the  causes  of  yariation. 
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Bat  the  diBtorbing  elements  in  the  social  problem  are  not  of  the  same 
nature  as  the  constant  ones ;  they  alter  the  essence  of  the  creature 
under  examination  the  moment  they  are  added;  they  operate  not 
mathematically,  but  chemically,  introducing  conditions  which  render 
all  our  preyious  knowledge  unavailable.  We  made  learned  experi- 
ments upon  pure  nitrogen,  and  have  convinced  ourselves  that  it  is  a  very 
manageable  gas.  But,  behold !  the  thing  which  we  have  practically 
to  deal  with  is  its  chloride ;  and  this,  the  moment  we  touch  it  on  our 
established  principles,  sends  us  and  our  apparatus  through  the  ceiling. 
Observe,  I  neither  impugn  nor  doubt  the  conclusions  of  the  sci- 
ence, if  its  terms  are  accepted.  I  am  simply  uninterested  in  them,  as 
I  should  be  in  those  of  a  science  of  gymnastics  which  assumed  that 
men  had  no  skeletons.  It  might  be  shown  on  that  supposition  that 
it  would  be  advantageous  to  roll  the  students  up  into  pellets,  flatten 
them  into  cakes,  or  stretch  them  into  cables,  and  that,  when  these 
results  were  effected,  the  reinsertion  of  the  skeleton  would  be  at- 
tended with  various  inconveniences  to  their  constitution.  The  rea- 
soning might  be  admirable,  the  conclusions  true,  and  the  science  defi- 
cient only  in  applicability.  Modem  political  economy  stands  on  a 
precisely  similar  basis.  Assuming  not  that  the  human  being  has  no 
skeleton,  but  that  it  is  all  skeleton,  it  founds  an  ossifiant  theory  of 
progress  on  this  n^ation  of  a  soul ;  and  having  shown  the  utmost 
that  may  be  made  of  bones,  and  constructed  a  number  of  interesting 
geometrical  figures  with  death's  heads  and  humeri,  successfully  proves 
the  inconvenience  of  the  reappearance  of  a  soul  among  these  corpus- 
cular structures.  I  do  not  deny  the  truth  of  this  theory :  I  simply 
deny  its  applicability  to  the  present  phase  of  the  world.  lUrUo  This 
Last,  L] 

The  above  is  the  most  concise  statement  to  be  found  in 
Ruskin's  works  of  that  which  I  have  termed  the  second 
of  his  economic  labors.  Elsewhere  (^Far$y  xxx.),  he  has 
attempted  a  definition  in  fewer  words :  — 

Food  can  only  be  got  out  of  the  ground,  and  happiness  only  out 
of  honesty. . .  • 

But,  as  we  have  seen  that  Ruskin  is  more  than  a  mere 
physiocrat,  so  we  shall  probably  find  that  he  is  much  more 
than  an  ordinary  moralist. 

Political  economy,  he  furthermore  says,  is  no  science, 
because  it  has  omitted  the  study  of  exactly  the  most  im- 
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portant  branch  of  the  business, —  the  study  of  9pending. 
Ultimately,  you  mu9t  spend  as  much  as  you  make;  and 
it  is  money's  worthy  not  money,  we  are  after.  And,  even 
for  the  making,  industry,  frugality,  and  discretion,  the 
three  foundations  of  economy,  are  moral  qualities,  and 
cannot  be  attained  without  moral  discipline, —  a  flat 
truism,  yet  one  vociferously  denied  by  the  entire  popu- 
lace of  Europe,  who  are  at  present  hopeful  of  obtaining 
wealth  by  tricks  of  trade,  have  lost  the  very  conceptions 
of  frugality,  and  have  never  possessed  the  faculty  of  dis- 
cretion. 

Having  established  what  is  wealthy  we  are  now  to  in- 
quire respecting  richer :  first,  into  the  advisable  modes  of 
their  collection ;  second,  into  the  advisable  modes  of  their 
administration.  And,  as  to  collection,  we  must  first  in- 
quire if  we  are  justified  in  calling  a  nation  rich  if  the 
quantity  of  wealth  be  large,  irrespectively  of  the  manner 
of  its  distribution,  or  whether  a  certain  mode  of  distribu- 
tion of  the  riches  or  their  operation  enters  into  our  con- 
ceptions; and,  second,  whether  the  inequality,  which  is 
the  condition  of  riches,  has  been  established  by  increase 
of  possession  on  the  one  side  or  by  decrease  of  it  on  the 
other, —  whether  the  correlative  property  was  produced  by 
being  surpassed  only,  or  by  being  depressed  also.  And,  as 
to  the  administration  of  riches,  their  possession  involves 
three  great  economic  powers, —  those  of  selection,  direc- 
tion, and  provision.  Since  the  rich  have  power  to  choose, 
the  business  of  the  economist  is  to  show  how  this  choice 
may  be  a  Wise  one.  Since,  ultimately,  in  one  way  or  an- 
other they  acquire  the  direction  of  or  authority  over  the 
labor  of  the  poor,  both  mental  and  bodily,  the  business  of 
the  economist  is  to  show  how  this  direction  may  be  a  Just 
one.  And  since  the  power  of  Provision  is  dependent  upon 
the  redundance  of  wealth,  whence  capital, —  i.e.,  bread  or 
source-material, —  the  economist  has  to  show  how  this  may 
be  a  Distant  (far-sighted)  one. 
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Ruskin  is  well  known  —  as  a  single  bit  of  misinforma- 
tion may  always  be  well  known  —  to  be  a  person  not  fond 
of  steam  machinery  and  liking  pictures.  And  he  is  com- 
monly understood  to  have  applied  one  to  the  other,  and  so 
mixed  up  this  taste  and  this  distaste  in  a  hopelessly  illog- 
ical way.    As  he  himself  complains, — 

The  hacks  of  English  art  and  literature  wag  their  heads  at  me, 
and  the  poor  wretch  who  pawns  the  dirty  linen  of  his  sool  daily  for  a 
bottle  of  sour  wine  and  a  cigar  talks  of  the  **  effeminate  sentimental- 
ity of  Raskin." 

The  fact  is,  machinery  has  no  necessary  connection  with 
Ruskin's  eeanamjfy  one  way  or  the  other;  and,  so  far  as 
Mr.  Ruskin  has  an  eeonamie  objection  to  it,  his  own  logic 
is  at  fault, —  using  economie  in  its  narrow  sense.  But, 
nevertheless,  the  question  of  machinery  and  manufactures 
will  serve  as  a  convenient  starting  point  from  which  to 
view  (1)  the  collection,  (2)  the  administration,  of  riches, 
as  set  forth  above. 

Now,  why  does  he  object  to  machines, —  their  working, 
their  product,  their  results?  The  question  almost  sug- 
gests its  answer.  Not  because  corn-reaping  machinery 
does  not  increase  the  possibilities  of  productive  labor,  but 
only  those  of  idleness ;  for  this,  as  I  have  said,  involves 
a  fallacy, —  his  day's  work  done  in  fifteen  minutes,  the 
farmer  may  paint  pictures;  nor  because  **it  is  in  the 
greater  increasing  power  of  production  and  distribution, 
as  compared  with  demand,  enabling  the  few  to  do  the 
work  of  the  many,  that  the  active  cause  of  the  wide-spread 
poverty  among  the  producing  and  lower  middle  classes 
lay,"  for  this  is,  as  Ruskin  says,  accurately  the  most 
foolish  thing  that  has  been  said  in  all  the  ages. 

He  objects  to  their  working^  as  we  all  do,  more  or  less, 
—  is  there  any  one  who  regards  a  steam-engine  as  a  good 
in  itself?  —  because  they  consume  pure  air  and  earth  and 
water,  the  three  material  things  most  needful  in  support  of 
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life,  and  therefore  (as  both  he  and  Herbert  Spencer  saj 
things  of  truest  value ;  and  because  they  oppose  beaut] 
both  of  nature  and  the  human  soul,  destroying  thus  th 
three  ideal  things  of  greatest  value  (Ruskin  would  claii 
strictly  in  the  same  sense  value  as  before),  which  are  adm: 
ration,  hope,  and  love. 

He  objects  to  their  produce  as,  in  the  main,  not  wt^/ii 
—  of  no  physical  value  (if  all  their  machines  and  all  thai 
railways  and  appliances  could  produce  so  much  as  on 
poor  grain  of  com  I)  and  of  no  ideal  value,  because  no  foo 
for  the  soul ;  a  product  we  were  better  all  without ; 
supply  for  any  false  or  foolish  demand  that  England  ot 
provoke  the  itch  for  elsewhere  in  the  world. 

He  objects  to  their  reeuUe :  first,  in  the  nation,  of  whii 
it  makes  a  nation  of  slaves  in  labor  and  of  fraud  in  trad 
second,  in  the  workmen,  who  are,  or  tend  to  be,  most  m: 
erable  in  mind  and  body  of  all  time,  most  stunted  in  soi 
and  their  masters  most  corrupt.  For  it  is  manirfcustu$ 
that  encourage  the  engrossing  of  labor  and  the  setting 
to  any  false  or  foolish  work, —  cannon  or  worthless  cott 
cloth,  bayonets  or  filigree, —  that  capital  may  levy  its  p 
centage  thereupon. 

Ruskin  would  not  object  to  machines,  even  steam,  tl 
were  really  necessary,  or  that  produced  things  of  vali 
though  preferring  water  power  and  wind  to  coal:  — 

The  first  question, ..."  What  store  has  it  ?  "  is  one  of  equal 
portance,  whatever  may  be  the  constitution  of  the  State ;  while 
second  question  — namely,  "  Who  are  the  holders  of  the  store?  "— 
volves  the  discussion  of  the  constitution  of  the  State  itself. 

The  first  inquiry  resolves  itself  into  three  heads :  — 

1.  What  is  the  nature  of  the  store  ? 

2.  What  is  the  quantity  in  relation  to  the  population? 

3.  What  is  its  quantity  in  relation  to  the  currency  ? 
The  second  inquiry  into  two :  — 

1.  Who  are  the  Holders  of  the  store,  and  in  what  proportions  ? 

2.  Who  are  the  Claimants  of  the  store  (that  is  to  say,  the  hoi* 
of  the  currency),  and  in  what  proportions  ?  .  . . 
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Question  First.  What  is  the  nature  of  the  store?  Has  the  na- 
tion hitherto  worked  for  and  gathered  the  right  thing  or  the  wrong? 
On  that  issue  rest  the  possibilities  of  its  life.     [Munera  Pulverise  iL] 

Thus,  on  the  one  hand,  Rnskin  places  a  society  occu- 
pied in  procuring  and  laying  up  store  of  com,  wine,  wool, 
silk,  and  other  such  preservable  materials  of  food  and 
clothing,  and  on  the  other  the  enormous  part  of  the  most 
earnest  and  ingenious  industry  of  the  world,  which  is  spent 
in  producing  munitions  of  war.  Or,  to  take  the  famous 
comparison,  at  the  beginning  of  Z%€  Craum  of  Wild  Olive^ 
of  the  spring  at  Carshalton  with  the  public  house  in  Croy- 
don ;  the  useless  iron  railing  in  front  of  the  public  house 
^^represented  a  quantity  of  work  which  would  have 
cleansed  the  Carshalton  pools  three  times  over,** — 

Of  work  partly  cramped  and  deadly  in  the  mine,  partly  fierce  and 
exhaustive  at  the  furnace,  partly  foolish  and  sedentary,  of  ill-taught 
students  making  bad  designs ;  work  from  the  beginning  to  the  last 
fruits  of  it,  and  in  all  the  branches  of  it,  yenomous,  deathf ul,  and 
miserable.  Now,  how  did  it  come  to  pass  that  this  work  was  done 
instead  of  the  other,  that  the  strength  and  life  of  the  English  opera- 
tive were  spent  in  defiling  gpround  instead  of  redeeming  it,  and  in 
producing  an  entirely  (in  that  place)  valueless  piece  of  metal,  which 
can  neither  be  eaten  nor  breathed,  instead  of  medicinal  fresh  air  and 
pure  water  ?  . . . 

Half  a  dozen  men,  with  one  day's  work,  could  cleanse  those  pools, 
and  trim  the  flowers  about  their  banks,  and  make  eveiy  breath  of 
summer  air  above  them  rich  with  cool  balm,  and  eveiy  glittering 
wave  medicinal,  as  if  it  ran,  troubled  of  angels,  from  the  porch  of 
Bethesda.  But  that  day's  work  is  never  given,  nor  will  be ;  nor  will 
any  joy  be  possible  to  heart  of  man,  for  evermore,  about  those  wells 
of  English  waters. . . . 

There  is  but  one  reason  for  it,  and  at  present  a  conclusive  one, — 
that  the  capitalist  can  charge  percentage  on  the  work  in  one  case  and 
cannot  in  the  other. . . . 

On  any  given  farm  in  Switzerland  or  Bavaria,  fifty  years  ago,  the 
master  and  his  servants  lived  in  abundance  on  the  produce  of  their 
ground  without  machinery,  and  exchanged  some  of  its  surplus  prod- 
uce for  Lyons  velvet  and  Hartz  silver  (produced  by  the  unhappy 
mechanists  and  miners  of  those  localities),  whereof  the  happy  peas- 
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ant  made  jackets  and  bodices,  and  richly  adorned  the  same  wi 
precious  chain-work. . . . 

That  is  entirely  healthy,  happy,  and  wise  human  life.    Nal 
theoretical  or  Utopian  state  at  all. . . . 

And  now  examine  the  facts  about  England  in  this  broad  light. 

She  has  a  vast  quantity  of  ground  still  food-producing  in  oo 
grass,  cattle,  or  game.    With  that  territory  she  educates  her  squ! 
or  typical  gentleman,  and  his  tenantry,  to  whom  together  she  01 
all  her  power  in  the  world.    With  another  large  portion  of  tenib 
—  now  continually  on  the  increase  —  she  educates  a  mercenary  po 
latiou,  ready  to  produce  any  quantity  of  bad  articles  to  anyboc 
order, — population  which  every  hour  that  passes  over  them  ma 
acceleratingly  avaricious,  immoral,  and  insane.    In  the  increase 
that  kind  of  territory  and  its  people,  her  ruin  is  just  as  certain  a 
she  were  deliberately  exchanging  her  corn-growing  land  and 
heaven  above  it  for  a  soil  of  arsenic  and  rain  of  nitric  acid. . . . 

But  the  root  of  all  the  mischief  is  not  in  Arkwrights  or  Stepl 
sons,  nor  in  rogues  or  mechanics.  The  real  root  of  it  is  the  crim 
the  squire  himself. . . . 

The  action  of  the  squire  for  the  last  fifty  years  has  been,  broa 
to  take  the  food  from  the  ground  of  his  estate  and  carry  it  to  ] 
don,  where  he  feeds  with  it  a  vast  number  of  builders,  upholstei 
.  .  .  carriage  and  harness  makers,  dressmakers,  grooms,  footi 
bad  musicians,  bad  painters,  gamblers,  and  harlots,  and,  in  su] 
of  the  wants  of  these  main  classes,  a  vast  number  of  shopkeeper 
minor  useless  articles.  The  muscles  and  the  time  of  this  enorn 
population  being  wholly  unproductive  [for,  of  course,  time  spen 
the  mere  process  of  sale  is  unproductive,  and  much  more  that  of 
footman  and  groom ;  while  that  of  the  vulgar  upholsterer,  jewe 
fiddler,  and  painter,  etc.,  is  not  only  improductive,  but  mischievc 
the  entire  mass  of  this  London  population  do  nothing  what 
either  to  feed  or  clothe  themselves.  . . . 

Now,  the  peasants  might  still  be  able  to  supply  this  enom 
town  population  with  food  (in  the  form  of  the  squire's  rent)  ;  bi 
cannot,  without  machinery,  supply  the  flimsy  dresses,  toys,  n 
work,  and  other  rubbish  belonging  to  their  accursed  life.  He 
over  the  whole  country,  the  sky  is  blackened  and  the  air  made  p 
lent,  to  supply  London  and  other  such  towns  with  their  iron  railj 
vulgar  upholstery,  jewels,  toys,  liveries,  lace,  and  other  means  of  c 
pation  and  dishonor  of  life.  Gradually,  the  country  people  ca 
even  supply  food  to  the  voracity  of  the  vicious  centre ;  and  it  is 
essary  to  import  food  from  other  countries,  giving  in  exchange 
kind  of  commodity  we  •can  attract  their  itching  desires  for  and 
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dace  by  machinery.  The  tendency  of  the  entire  national  energy  is, 
therefore,  to  approximate  more  and  more  to  the  state  of  a  squirrel  in 
a  cage,  or  a  turnspit  in  a  wheel,  fed  by  foreign  masters  with  nuts  and 
dog's-meat. 

And  again  and  again  Ruskin  terms  these  servants  and 
mechanics  and  miners  slaves, —  slaves  of  the  farmers  and 
the  landlords,  to  whom  they  must  go  for  things  of  real 
value,  products  of  pure  air,  water,  and  earth ;  slaves  of 
the  artist,  to  whom  they  go  for  works  of  real  value,  pro- 
ducing admiration,  hope,  and  love. 

And  elsewhere  Mr.  Ruskin  gives  us  a  shorter  phrase, 
which,  while  it  were  quite  unjust  to  call  it  an  epitome  of 
all  this,  may  yet  serve  as  a  catchword:  ^^The  greatness 
of  England  does  not  consist  in  coal. ...  I  wish  still  to 
keep  her  fields  green  and  her  cheeks  red.*' 

So  much  for  the  broad  view,  the  national  point  of  view. 
And  now  for  distribution  and  the  social  system.  Such 
fortunes  {Time  and  Tide^  letter  zv.)  as  are  now  the 
prizes  of  commerce  can  be  made  only  in  one  of  three 
ways, — by  obtaining  command  over  the  labor  of  multitudes 
of  other  men  and  taxing  it  for  our  own  profit,  by  treas- 
ure-trove (as  of  mines,  useful  vegetable  products,  and  the 
like,  in  circumstances  putting  them  under  our  own  exclu- 
sive control),  and  by  speculation  (commercial  gambling). 
And,  as  to  spending,  a  man's  power  over  his  property  is, 
at  the  widest  range  of  it,  fivefold.  It  is  power  of  Use  for 
himself.  Administration  to  others.  Ostentation,  Destruc- 
tion, or  Bequest ;  and  possession  is  in  use  only,  which  for 
each  man  is  sternly  limited.  He  would  have  us  spend  in 
food,  in  clothing,  in  beauty  of  surroundings,  in  healthy 
play,  in  land,  both  for  use  and  (within  limits)  for  beauty, 
and  indefinitely  in  art,  but  not  employ  labor  in  mere 
domestic  service,  nor  in  ostentation,  nor  in  brutal  or 
debasing  work,  which  should  be  left  to  the  lowest  and  to 
criminals. 

Ruskin  thinks  that  all  ill  things  work  together  for  fur- 
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ther  ill,  that  it  is  not  by  chance  that  productive  labc 
(which  is  mostly  agriculture,  good  weaving,  and  art)  is  fi 
more  difficult  to  engross  or  accaparize,  that  it  also  leai 
both  to  things  of  real  value  and  to  health  of  body  and  son 
that  it  both  does  away  poverty  and  strengthens  and  be 
ters  the  character;  and  that  the  ^^ moral  element'*  £ 
which  he  is  sneered  at  is  still  the  economic  right.  B 
reasoning  in  this  is  strikingly  of  a  piece  with  passages 
Spencer's  Man  venui  the  State : — 

It  is  always  the  interest  of  both  master  and  servant  that  the  wo 
should  be  rightly  done  and  a  just  price  obtained  for  it ;  but,  in  I 
division  of  profits,  the  gain  of  the  one  may  or  may  not  be  the  loss 
the  other.  It  is  not  the  master's  interest  to  pay  wages  so  low  as 
leave  the  men  sickly  and  depressed,  nor  the  workman's  interest  to 
paid  high  wages  if  the  smallness  of  the  master's  profit  hinders  fa 
from  enlarging  his  business  or  conducting  it  in  a  safe  and  libe 
way ;  . . .  and  the  varieties  of  circumstances  which  influence  these 
ciprocal  interests  are  so  endless  that  all  endeavor  to  deduce  rules 
action  from  balance  of  expediency  is  in  vain.  And  it  is  meant  to 
in  vain. . . .  No  man  ever  kneWf  or  can  know,  what  will  be  the  uUim 
result  to  himself  or  to  others  of  any  given  line  of  conduct ;  but  every  % 
may  hnoWj  and  most  of  us  do  knoWy  tchat  is  a  Just  and  unjust  act. 

Laiseez  faire,  we  might  say,  Mr.  Ruskin,  after  all?  I 
he  would  reply,  faites  fairs.  "  The  essential  thing  : 
all  creatures  is  to  be  made  to  do  right.  How  they  i 
made  to  do  it  does  not  matter,  by  pleasant  promises 
hard  necessities,"  —  by  education,  if  you  can,  but,  if  n 
then  boldly  by  the  whip,  by  government.  "  It  has  be 
the  great  error  of  modern  intelligence  to  mistake  sciei 
for  education.  You  do  not  educate  a  man  by  telling  h 
what  he  knew  not,  but  by  making  him  what  he  was  no 

IV. 

So  we  are  brought  to  Ruskin's  social  scheme, —  b< 
those  things  he  would  do  in  the  world  as  it  now  exi 
and  those  he  would  do  in  his   St.  George's  Utopia, 
must  be  dismissed  in  a  few  words. 


BUSKIN  A8  A  POLITICAL  ECONOMIST  441 

Writing  in  1874,  to  give  an  abstract  of  the  first  seven 
letters  in  Far$j  he  says,  **  Men's  prosperity  is  in  their  own 
hands,  and  no  forms  of  goyemment  are  in  themselves  of 
the  least  use/*  And,  again,  ij^  1871,  ^^  I  am,  and  my  father 
was  before  me,  a  violent  Tory  of  the  old  school."  And^ 
again,  in  Munera  P%dveri%  (p.  88) :  ^^  Note  finally  that  all 
effectual  advancement  towards  this  true  felicity  of  the 
himian  race  must  be  by  individual,  not  public  effort.  Cer- 
tain general  measures  may  aid,  certain  revised  laws  guide, 
such  advancement ;  but  the  measure  and  law  which  have 
first  to  be  determined  are  those  of  each  man's  home." 
But  (and  for  the  necessity  of  this  5u^,  as  well  as  for  the 
curious  instruction  to  be  gained  by  comparing  two  writers 
herein  radically  disagreeing  and  yet  with  many  ideas  and 
aims  in  common,  the  reader  may  be  referred  to  Spencer's 
Man  ver9U9  ike  StaU)^  in  Time  and  Tide^  he  said, — 

The  Americans  as  a  nation  set  their  tnut  in  liberty  and  in  eqnal- 
ity,  of  which  I  detest  the  one  and  deny  the  possibility  of  the  other ; 
and  because,  also,  as  a  nation,  they  are  wholly  undesiroos  of  Rest, 
and  incapable  of  it;  irreverent  of  themselves  both  in  the  present  and 
in  the  fntore ;  discontented  with  what  they  are,  yet  having  no  ideal  of 
anything  which  they  desire  to  become,  as  the  tide  of  the  troubled  sea- 
when  it  cannot  rest. 

Yet  in  modem  place,  in  Herbert  Spencer's  parlance,  as 
between  English  radicals  and  individualist  conservatives, 
as  between  Bismarck  and  German  national  liberals,  Amer- 
icans are  Tories  in  the  main.    So  Ruskin  says  again:  — 

If  there  be  any  one  point  insisted  on  throughout  my  works  more 
frequently  than  another,  that  one  point  is  the  impossibility  of  equal- 
ity. My  continual  aim  has  been  to  show  the  eternal  superiority  of 
some  men  to  others,  sometimes  even  of  one  man  to  all  others ;  and  to 
show  also  the  advisability  of  appointing  more  such  persons  or  person 
to  guide,  to  lead,  or,  on  occasion,  even  to  compel  and  subdue  their 
inferiors. . . . 

Government  and  co-operation  are  in  all  things  the  laws  of  life ; 
anarchy  and  competition,  the  laws  of  death. 
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[And,  again,]  instead  of  saying  yoa  haoe  a  ru^  to  a  thing,  it  will 
serve  to  clear  your  minds  to  say,  in  future,  you  deserve  a  thing. . . . 

Of  all  attainable  liberties,  then,  be  sure  first  to  striTe  for  leaye  to 
be  useful.  Independence  you  had  better  cease  to  talk  of;  for  you 
are  dependent,  not  only  on  every  aot  of  people  whom  you  never  heard 
of  who  are  living  around  you,  but  on  every  past  act  of  what  has  been 
dust  for  a  thousand  years. 

In  short,  Ruskin  is  a  socialist,  a  socialist,  indeed,  of 
Bismarck's  school,  and  not  a  democratic  one,  bnt  still  a 
socialist.     Yet  some  things  may  be  learned  from  those 
that  he  would  have  ns  do ;  for  the  what  may  be  attempted 
by  any  individualist,  it  is  only  in  the  haw  that  "we  diverge. 
And,  indeed,  Ruskin  himsel£»  in  his  St.  Greorge's  Guild,  has 
sought  to  work  in  what  we  all  may  admit  to  be  tbe  proper 
way,  by  voluntary  action.     And,  if  he  has  failed  in  thia 
concrete  attempt,  it  is  for  forgetting  what  he  himself  has 
elsewhere  well  set  forth :  that  one  man  cannot  find  both 
the  word  and  the  deed,  that  the  word  must  be  found  long 
ages  ere  the  world  is  ready  for  the  deed.     Just  as  he  him- 
self has  taken  interest  and  dividends,  while  not  believing 
in  them,  and  has  said  that  rent,  though  wrong,  had  for 
the  present  better  be  allowed,  so  even  we,  who  disagree 
with  much,  may  yet  hope  to  see  the  truth  that  may  be  in 
his  teaching  broaden, —  from  precept  to  example,  and  from 
example  to  custom,  and  from  custom  even  to  law,  not  by 
State  experiment,  but  by  individual  education,  education 
in  Ruskin's  own  sense,  teaching  men  to  do  good  w^ork 
only,  and  that  honestly ;  in  his  own  words,  "  to  be  brave 
for  the  help  of  Man,  and  just  for  the  love  of  God." 

Insensibly,  inevitably,  we  recur  to  Ruskin  as  a  moralist ; 
and  it  is  perhaps  in  tliis  capacity  that  posterity  will  chiefly 
take  him.  Let  us,  nevertheless,  recapitulate  what  merits 
we  have  found  in  his  political  economy,  to  which  alone 
this  article  has,  so  far  as  possible,  been  limited.  We  are 
likely  to  see  with  the  practical  failure  of  St.  George's 
Guild  a  reaction  against  its  master;   and   also  from  the 
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irritability  and  exaggeration  that  may  accompany  his  clos- 
ing years,  and  from  his  mental  infirmities,  an  argument 
drawn  by  the  dull  against  the  sanity  and  truth  of  the 
teaching  of  his  health  and  youth.  In  a  letter  written 
February  8, 1880  (-For*,  No.  4,  New  Series),  Ruskin  seems 
to  feel  this,  and  asks  the  world  to  forgive  him  for  his  im- 
agination, for  his  poetry,  for  his  caprice  of  style,  his 
digressions,  his  egotism,  and  for  his  going  mad. 

They  [the  doctors]  made  and  still  make  my  friends  more  anxious 
about  me  than  there  is  occasion  for,  which  anxiety  I  partly  regret,  as 
it  pains  them ;  but  much  more  if  it  makes  them  more  doubtful  than 
they  used  to  be  (which,  for  some,  is  saying  a  good  deal)  of  the  "  truth 
and  soberness"  of  Fan  itself,  throughout  every  syllable  of  which, 
hitherto  written,  the  reader  will  find  one  consistent  purpose  and  per- 
fectly conceived  system,  far  more  deeply  founded  than  any  bruited 
about  under  their  founders'  names ;  including  in  its  balance  one  vast 
department  of  human  skill, —  the  arts, —  which  the  vulgar  economists 
are  wholly  incapable  of  weighing,  and  a  yet  more  vast  realm  of  human 
enjoyment, —  the  spiritual  affections, —  which  materialist  thinkers  are 
alike  incapable  of  imagining:  a  system  not  mine  nor  Kant's  nor 
Comte's,  but  that  which  Heaven  has  taught  every  true  man's  heart, 
and  proved  by  every  true  man's  work,  from  the  beginning  of  time  to 
this  day. . . . 

All  this  effort  or  play  of  personal  imagination  is  utterly  distinct 
from  the  teaching  of  Fan,  though  I  thought  at  the  time  its  confes- 
sion innocent . . . 

The  doctors  said  that  I  went  mad,  this  time  two  years  ago,  from 
overwork.  I  had  not  been  then  working  more  than  usual,  and  what 
was  usual  with  me  had  become  easy.  But  I  went  mad  because  noth- 
ing came  of  my  work.  People  would  have  understood  my  falling 
crazy  if  they  had  heard  that  the  manuscripts  on  which  I  had  spent 
seven  years  of  my  old  life  had  all  been  used  to  light  the  fire  with, 
like  Carlyle's  first  volume  of  the  French  Revolution.  But  they  could 
not  understand  that  I  should  be  the  least  annoyed,  far  less  fall  ill  in 
a  frantic  manner,  because,  after  I  had  got  them  pubUshed,  nobody 
believed  a  word  of  them.  Yet  the  first  calamity  would  only  have 
been  misfortune,  the  second  (the  enduring  calamity  under  which  I 
toil)  is  humiliation,  resisted  necessarily  by  a  dangerous  and  lonely 
pride. 
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Premiiiiig,  therefore,  that  we  will  not  eoiwider  all  Ue 
writmgB  nudneee  should  Mr.  Ruddn  be  next  year  innnai 
let  us  reoapitolate  what  we  have  fiiand. 

We  have  found  that  the  one  great  ohange  lie  bae 
wrought  into  orthodox  economy — a  ohange  not  to  he 
neglected  nor  foxgotten  in  the  fotnre — la  in  the  element 
of  vmlm§  and  in  the  other  economic  conceptioiis  of  wldoli 
it  is  a  fftctor,  such  as  wealth,  richesi  and  pvodoetiTe  labor. 
Other  ordinaiy  economic  queations  Mr.  Roakin  baa  treated 
with  yaxying  saccess:  somCi  instmctiTelj,  like  monqrt 
riches,  and  debt;  some,  donbtfnlly,  like  intereeti  xent»  and 
land.  In  so  fiff  as  it  is  not  originsl^  his  writing  annms 
to  be  based  on  the  classics  and  the  French  jfbywioaat^  of 
the  last  century.  In  so  fiff  as  Mr.  Raskin  baa  trmnaeended 
the  scope  marked  oat  for  him  by  Smith  and  MSI,  he 
has  written  always  soggestiTely,  with  origmality,  aad  fice- 
quently  with  logic  and  force ;  and,  in  both  theae  fielda  of 
study,  he  has  been  in  general  consonance  with  the  lines 
of  the  general  economic  thought  of  his  time.  For  one 
thing,  he  has,  as  it  seems,  most  notably  of  all  who  have 
attacked  it,  overthrown  and  destroyed  tiiat  figment  of  the 
orthodox  imagination,  the  *^  economic  man." 

Even  in  his  most  widely  advertised  and  popularly  dia- 
trusted  antipathy  to  steam  and  manufiicturee,  he  is  not 
now  out  of  step  with  the  van  of  modem  thought.  Others 
than  Ruskin  have  appreciated  the  national  evil,  many 
others  have  felt  the  social  evil,  of  a  purely  manufik^turing 
civilization,  of  huge  mills  and  factory  towns.  John  Ran- 
dolph said  that  he  so  hated  manufactures  that  he  ^  would 
travel  three  miles  out  of  his  road  to  kick  a  sheep";  and 
this  is  but  a  picturesque  exaggeration  of  what,  in  Ran- 
dolph a  prejudice,  has  become  with  others  a  belief!  Many 
social  philosophers,  with  broad  enough  minds  to  see  with 
Carlyle  that  that  yet  may  be  slavery  to  which  nature  aa 
a  last  word  contemptuously  throws  a  bag  of  gold,  have 
deplored,  while  they  failed  to  see  an  escape  from,  the 
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massed  humanity  of  the  cotton  mill^  the  foul  congestions 
of  the  factory  town.  Many  ^^ practical"  men  have  not 
failed  to  think  and  say  that  the  slaves  of  steam,  the  vast 
aggregations  of  working  units,  who  hopelessly,  monoto- 
nously, serve  in  petty  ways  the  master  Power,  are  in 
danger  of  having  their  bodies  degraded,  their  ambitions 
stifled,  their  hearts  corrupted,  and  their  souls  debased. 
A  friend  of  the  writer  lately  made  a  long  journey  with 
a  carload  of  criminals,  condemned  to  imprisonment  for 
life.  What,  he  was  asked,  was  the  most  common  expres- 
sion of  their  faces  and  their  characters?  Not,  he  replied, 
that  they  were  bom  different  from  others,  but  that  no 
work  had  ever  been  set  before  them  by  which  their  ambir 
tian$  were  araueed.  Now,  this  cannot  be  said  of  a  nation, 
even  in  the  so-called  barbarous  times,  of  shepherds,  sol- 
diers, sailors,  nor  to-day  of  artists,  artificers,  individual 
trades.  Thus  it  is  that,  despite  Ruskin's  trend  to  social- 
ism, the  secret  of  his  thought  on  the  silk-worm  civilization 
of  modem  England  is  that  it  enslaves  the  individual  and 
destroys  his  soul. 

In  his  general  social  scheme,  Mr.  Ruskiu  has  been  less 
practical,  and  at  the  best  can  be  hardly  called  more  than 
interesting  and  suggestive.  His  logic  and  general  cogency 
are  damaged  by  a  certain  cloudiness  and  inconsistency 
between  his  ideas  of  property  and  rights  to  land,  of  prog- 
ress by  education  or  individual  effort  and  progress  by 
State  socialism,  which,  in  his  case,  means  despotic  govern- 
ment. Tet  even  here  he  is  hardly  out  of  touch  with  the 
much  advertised  German  or  ^^  historical "  school. 

His  imagination  and  his  humor  pardoned,  his  digres- 
sions and  unpractical  speculations  overlooked,  it  may  be 
fair  to  say  that  the  rest  of  his  economic  writing  present 
thinkers  may  do  well  to  read;  for,  though  the  future 
political  economy  may  not  buUd  from  him  directly,  yet  it 
will  be  rather  with  Ruskin's  earth  than  with  Ricardo's 
straw  that  its  bricks  for  building  shall  be  made. 

F.  J.  Stdibc 
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Lr  the  oovrse  of  the  cUioiiflsion  on  Mr.  Gofohen**  budget  for 
the  oQireiit  year,  he  made  a  atatement  aa  to  the  preMnt  Talne 
of  the  aharea  in  the  Saei  Canal  owned  bj  the  '^^"g^^Th  govern* 
ment.  It  will  be  remembered  that  Mr.  Dianeli*a  government 
in  1876  paid  for  the  178^602  aharea  about  £4|000,000.  At  the 
present  ratea,  Mr.  Goachen  pointed  oat|  the  aharee  are  w«nth 
£10,600,000,  ao  that  the  nae  to  be  made  of  the  property  when 
the  government  oomea  into  the  full  enjoyment  of  the  dividenda 
is  now  an  important  qaeatton.  Mr.  Goadien  was  of  opinion 
that  it  might  be  tamed  to  aoooont  in  solving  the  Hhmmw^I 
problems  eonneoted  with  the  national  defienoea.  InTestmenta 
made  by  government  are  not  so  nniformly  fortnnate  aa  to 
make  this  case  uninteresting.  Its  peculiarity  ia  also  height- 
ened by  the  faot  that,  when  the  purohase  waa  made,  the  real 
value  of  the  shares  waa  seriously  questioned  by  thoae  most 
accustomed  to  estimate  such  property.  Of  this  evidence  may 
be  found  in  the  comments  made  on  the  purchase  by  the  JShon- 
amistj  December  4,  1875.  The  same  issue  contains  a  fall  state- 
ment of  the  details  of  the  purchase. 


Ths  twentieth  annual  meeting  of  delegates  from  the  vari- 
ous British  co-operative  societies  was  held  at  Dewsbary  in 
May.  The  usual  figures,  based  on  the  returns  to  the  Registrar, 
were  presented,  and  showed  the  same  slow  though  steady 
progress  which  has  been  going  on  during  the  last  twenty 
years.    The  figures  for  1886  and  1887  were,  in  round  nombers : 

Number 
{^SoeUHeg.      Membmn.  8Kare§,  Salm,  M^ntfUs, 

1886  1,409  912,000  £9,004,000  £32,683,000  £3,138,000 

1887  1,432  946,000  £10,012,000  £84490,000  C8488,000 

Almost  the  whole  of  these  large  transactions,  as  will  be 
readily  understood,  was  carried  on  by  distributive  societiea. 
One  unexpected  fact  was  ascertained  from  the  replies  to  a 
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question  which  was  sent  out  this  year  for  the  first  time.  The 
question  related  to  the  extent  to  which  credit  was  given ;  and 
it  appeared  that,  of  1,255  societies  in  Great  Britain,  no  less 
than  721  gave  credit  in  some  form.  It  wss  stated  that,  in  the 
course  of  1887,  fourteen  new  societies  for  production  in  Eng- 
land had  registered,  and  one  in  Scotland.  In  1886,  the  total 
number  registered  had  been  thirty-eight  in  England  and  four 
in  Scotland.  But  these  returns  have  never  made  clear  how 
many  of  the  societies  registered  as  productive  societies  are 
real  experiments  in  that  direction.  Several  attempts  at  co- 
operation in  agriculture  were  noted,  but  none  could  be  spoken 
of  in  a  hopeful  tone.  The  Assington  Farming  Association, 
of  which  much  has  been  heard  in  economic  literature  in  recent 
years,  still  reports  a  loss,  though  not  so  great  a  one  as  in  past 
years.  The  loss  for  1887  was  £87,  against  an  average  of  £310 
for  the  three  years  preceding. 

Not  the  leaat  noteworthy  event  of  the  congress  was  the 
discussion  of  two  papers  on  the  relations  which  should  exist 
between  wholesale  societies  and  societies  for  production.  One 
of  these  papers  argued  that  the  former  should  aid  the  produc- 
tive societies.  The  other  advised  them  to  maintain  relations 
of  perfect  independence.  In  the  lively  debate  on  these  papers, 
it  appeared  that  the  present  relations  between  these  two 
classes  of  associations  are  strained.  The  wholesale  societies 
alleged  that  the  productive  associations  often  did  not  make 
the  grade  of  articles  wanted  by  the  customers  of  the  wholesale 
societies,  and  that,  moreover,  they  had  not  always  been  faith- 
ful to  their  agreements.  On  the  other  hand,  it  was  charged 
that  the  wholesale  societies  had  not  aided  the  productive 
societies  with  capital ;  and  it  was  also  said  —  though  it  is  not 
easy  to  see  how  this  bears  on  the  precise  question  in  debate  — 
that  they  did  not  completely  carry  out  co-operative  principles, 
because,  with  the  exception  of  the  Scottish  wholesale,  they 
gave  no  share  in  profits  to  their  employees.  The  general  feel- 
ing was  strongly  against  the  attitude  of  ^^  perfect  indepen- 
dence "  and  strongly  in  favor  of  aid  to  the  productive  societies 
from  the  capital  and  connections  of  the  wholesale  societies. 
The  ground  for  this  feeling  was  very  likely  the  belief  expressed 
by  one  delegate :  that,  if  something  of  this  sort  were  not  done» 


"th«  3mA  rite  would  I*  equal  to  the  birth-rate  among  their 
pfodootiv*  Mokties." 


SOHB  naunkl'ble  facis  as  to  the  probabilities  of  sacceae  in 
a  Nnr  Kagtlti  tnanafacturiBg  town  were  given  by  Hon.  J.  H. 
WaHnr,  d  Worcester,  Masa-'u-hasetta,  in  an  niJdKSB  delivered 
I17  Um  befon  the  Youog  Men'i  Chriatian  A«CM>ciatioii  of  that 
tHj  in  Ibnh  )mu  Mr,  Walker's  subject  was  "  Opportnoitim 
in  lift  opiB  to  TouDg  Men,  and  Conditions  of  Success  "  ;  and, 
in  in  milling'  it,  he  ksvc  the  following  resalts  of  an  investigv 
tioQ  oondnetod  with  personal  knowledge  of  individaals  wd 
tbdr  hirtat7:~ 


ti«  tatdortrfaa  In  Wocearttf  In  IMO  WM 10:- 

n  bafuk  M  JomntvM 

S  oBlj  wtn  aoBi  ol  n 

UotOMaOtkllid. 

UdMornttadtn 

On^  S  of  tha  HBi  o(  Om  ao  now  bm  a*r  y 
In(  aa^f. 


•dta«l 


>l« 


Tha  nvte  o(  faidl«l(b»la  •*■■&  ta  llM  t«n 

Indortriai  h)  leU  waa  IS,  o( 

0  onl  J  vera  khu  of 

41  of  the  IB  failed. 

80  died  or  retired,  wtth  propertf. 

OnlT  ft  of  the  Mtu  of  the  7S  now  hare  any  propertj,  or  died  \ffr- 
tng  any. 

Tlie  mtmber  of  tndlTldaaU  engaged  hi  the  eleren  leading  nuimfHcttir- 
tng  Indnitrlee  la  1860  wM  107,  of  whom 

101  were  Joomeymen. 

6  onl;  were  ions  of  mannfactnrere. 

4S  of  the  107  failed. 

eo  died  or  retired,  wlUi  property. 

8  only  of  the  tons  of  the  107  now  have  aay  property,  or  died  leaT- 
Ing  any. 


162  b^an  aa  Jonmeymen. 
10  only  were  eona  of  mannfactnrera. 

[Thia  la  too  recent  a  date  to  complete  the  atatlatlca,  aa  the  hlatory  la 
not  yet  made.] 
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The  remarkable  statement  as  to  the  small  proportion  of 
manufacturers  who  are  succeeded  by  their  sons  is  vouched  for 
by  Mr.  Walker,  as  regards  Worcester,  from  his  own  knowledge. 


In  the  Economist  for  June  16  and  28  may  be  found  some 
discussion  by  correspondents  of  a  proposed  gold  standard  for 
India.  The  present  scheme  comes  from  Mr.  Leslie  Probyn, 
for  many  years  an  Indian  financial  officer.  Starting  from  the 
accepted  theory  that  a  great  amount  of  gold  has  been  ab- 
sorbed by  India  in  the  course  of  a  generation,  and  practically 
withdrawn  from  circulation,  Mr.  Probyn  seeks  for  some  means 
of  making  this  gold  a  basis  of  currency  without  disturbing 
the  silver  circulation.  He  proposes  to  this  end  that  the 
Indian  mint  should  convert  gold  for  all  comers  into  standard 
bars,  worth  £1,875  each,  and  that  four  bars  should  be  a  legal 
tender  for  100,000  rupees.  The  owner  of  the  gold  thus  con- 
verted into  legal  tender  bars  may,  at  his  option,  receive  from 
the  government  in  their  stead  a  note  or  certificate  redeemable 
in  gold  bars  or  in  silver  rupees,  as  he  may  prefer.  The  gov- 
ernment is  also  to  receive  at  its  offices  gold  in  small  quan- 
tities as  well  as  large,  and  to  give  in  exchange  silver  rupees  or 
rupee  notes  at  the  rate  of  one  rupee  for  Is.  M. ;  and  the  mint 
is  then  to  be  closed  for  all  coinage  except  on  government 
account. 

The  scheme  appears  to  contemplate  making  the  rupee  a 
token  currency  by  limiting  the  coinage  to  government  account, 
and  holding  it  in  a  fixed  relation  to  gold  bullion,  which  would 
be  the  real  standard.  In  Mr.  Probyn's  opinion,  it  is  essential 
that  this  standard  should  be  in  the  form  of  bars  rather  than  of 
a  gold  coinage.  The  latter  he  believes  would  be  hoarded  on 
a  great  scale,  and  would  defeat  the  object.  The  proposed 
deposit  of  bars  he  believes  would  call  out  a  large  amount  of 
gold  now  invisible  and  idle,  and  make  it  available  in  a  form 
not  inviting  for  private  hoards. 

The  effect  of  the  proposed  measure,  however,  on  the  habits 
of  hoarding  among  the  native  populations  is  a  point  on  which 
there  is  a  sharp  difference  of  opinion.  In  this  as  in  every 
other  Indian  question  there  is  a  controlling  psychological  ele- 
ment, which  no  amount  of  reasoning  or  experience  can  ever 
make  completely  intelligible  to  a  Western  mind. 


E 
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THE  DISTRIBUTION  OF  FBODUCTfiL 

I  haye  been  grmtified  to  find  in  the  April  number  of  thii 
Journal  what  pnrporU  to  be  a  review  ik  my  JBuoy  em  tk$ 
DittrOuHon  qf  JProdveU,  by  Mr.  Fredeiuxk  B.  Hmwley.  I 
bare  been  boping  tbat  eome  oompetent  pereoiiy  pooaaanng  mtt 
licient  leisure,  wonld  take  up  tbe  line  of  mTestigatioo  nnder- 
taken  by  myself  and  presented  by  me  aa  a  partial  and  not 
fally  condosiTe  statement,  who  wonld  attempt  to  meaauie 
by  some  other  method  than  my  own  the  probable  aonnal 
product  of  this  country,  the  average  proportion  to  each  per- 
son occupied  for  gain,  and  the  probable  aavinga  or  additions 
to  capital  in  a  normal  year.  I  have  been  more  aaxlona  for 
this,  since  my  book  is  now  pasting  into  a  fonxth  edition  and 
is  attaining  a  wide  circulation. 

But  I  am  not  content  with  Mr.  Hswley'a  reriew,  for  the 
reason  that  it  ii  quite  apparent  that  he  has  not  oarefolly  i«ad 
the  essay  which  he  undertakes  to  review.  The  eridenoe  of 
this  is  very  clear.  For  instance,  after  giving  one  of  my  tables, 
he  says,  ^  The  total  commercial  product  is  estimated  >>om  lAs 
censtu  returiUj  a  difficult  matter,  as  in  those  retama  many 
values  are  counted  twice  or  more ;  i.e^  first  as  raw  materials, 
and  then  as  part  of  the  value  of  the  finished  goods,  and  ralnes 
are  computed  at  wholesale ;  whereas,  for  the  purpose  of  this 
comparisoD,  they  must  be  computed  at  retail  prices." 

Now,  it  happens  that  I  distinctly  state  in  the  book  that  I 
have  not  estimated  the  commercial  product  from  the  ceneue  re- 
turns^ that  I  reached  my  conclusions  by  the  application  of  en- 
tirely different  methods;  and  I  express  the  same  reason  for  not 
depending  upon  the  census  returns  which  Mr.  Hawley  gives, 
merely  making  use  of  them  as  far  as  they  would  go,  to  show 
that  they  came  probably  to  the  same  result.  Mr.  Hawley 
accepts  the  result  in  part  and  apparently  agrees  with  me  as 
to  the  actual  wage-fund  or  that  part  of  the  annual  product 
which  is  distributed  in  the  form  of  wages.  He  does  not  give 
hb  own  reasons  or  methods  of  justifying  these  figurea  and  I 
am  therefore  unable  to  determine  whether  his  concurrence  is 
of  any  value  or  not. 
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The  point  on  which  Mr.  Hawley  differs  with  me  is  in  the 
assignment  of  only  ten  per  cent,  as  the  addition  to  the  capital 
of  the  nation.  Herein,  again,  he  shows  that  he  has  not  read 
the  essay  or  taken  cognizance  of  my  figures.  He  substitates 
a  computation  of  his  own,  in  which  he  makes  a  guess  unsus- 
tained  by  any  authority,  as  to  the  income  of  the  capitalist 
class.  He  has  entirely  failed  to  observe  that  I  have  stated 
that  the  income  of  capitalists,  or  employers,  and  middle-men 
comes  to  a  much  larger  sum  than  the  actual  addition  to  the 
capital  of  the  nation.  A  large  part  of  their  income  is  distrib- 
uted by  them  among  other  wage  earners  than  those  engaged 
in  primary  production,  by  whom  its  value  is  consumed. 

The  computation  which  Mr.  Hawley  sets  up  is  slightly 
amusing.  He  observes  that  in  the  list  of  occupations  of  the 
people  of  the  United  States  ^  there  are  something  over  4,000,- 
000  persons  employed  in  professional  and  personal  service,  the 
value  of  whose  labor  does  not  appear  in  the  value  of  any  ma- 
terial product  whatever.'*  These  persons,  as  he  guesses,  sell 
their  service  at  an  average  of  $800  a  year.  ^^  This,"  he  says, 
^^  would  give  us  a  sum  for  personal  service  amounting  to 
$1,200,000,000,  which  is  just  as  much  a  part  of  the  yearly 
product  of  the  nation  as  die  $10,000,000,000  of  material  prod- 
ucts recognized  by  Mr.  Atkinson.*' 

He  then  computes  $800,000,000  as  the  service  of  wealth, — 
i.e^  ^  horses  and  animals  kept  for  pleasure,  railways  and  tele- 
graph companies  to  the  extent  in  which  they  are  used  for 
other  than  business  purposes,  together  with  the  services  per- 
formed for  us  by  various  other  forms  of  accumulated  wealth  " ; 
and  having  thus  made  a  guess  amounting  to  $1,200,000,000 
and  $800,000,000,  or  in  the  aggregate  to  $2,000,000,000,  he 
adds  this  sum  to  my  computation  of  the  annual  product,  and 
assigns  it  as  an  increment  of  addition  on  capital,  or  whatever 
else  he  may  call  it.  That  is  to  say.  Uncle  Sam,  omitting  odd 
millions,  makes  a  product  worth  $10,000  a  year  in  all:  of  this, 
according  to  my  figures,  he  saves  $1,000,  and  adds  it  to  his 
capital.  **0h,  no,"  says  Mr.  Hawley,  "he  employs  several 
servants,  keeps  horses  for  pleasure,  and  rides  in  a  palace  car, 
all  of  which  we  must  compute  at  $2,000  a  year;  and  this  forms 
a  part  of  his  income,  and  must  be  added  to  his  gains." 
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This  is  an  invention  for  which  Mr.  Hawley  ought  certamly 
to  apply  for  a  patent.  If  he  can  instruct  a  man  whose  income 
is  tlO,000  a  year,  and  who  barely  succeeds  in  saving  $1,000, 
how  to  add  to  his  capital  12,000  a  year  for  what  he  has  spent 
for  domestic  service,  for  pleasure  horses,  and  the  like,  I  think 
he  would  be  able  to  get  a  very  large  income  from  the  use  of 
his  patent.  For  myself,  I  am  unable  to  conceive  where  the 
money  is  to  come  from  for  "  services  which  are  based  on  no 
material  product  whatever." 

It  is  wholly  consistent  with  the  position  taken  by  myself 
that  a  capitalist  shall  receive  ten  thousand  dollars  worth  of  the 
annual  product  as  his  income ;  that  he  and  his  family  shall  ex- 
pend seven  thousand  dollars  worth  for  subsistence;  that  he 
shall  spend  two  thousand  dollars  for  professional  and  personal 
service ;  and  that  he  shall  save,  or  add  to  his  capital,  only  one 
thousand  dollars.  The  last  sum  represents  the  gain,  or  addi- 
tion to  the  capital,  of  the  nation  through  the  intervention  of 
this  man.  The  whole  ten  thousand  dollars  worth  comes  out  of 
the  gross  annual  product,  whatever  it  may  have  been  in  its 
total  value.  The  capitalist  has  directed  the  distribution  of 
nine  thousand  dollars  worth  in  a  way  in  which  it  has  been 
consumed  by  himself  and  those  who  serve  him;  while  ten 
per  cent.,  or  one  thousand  dollars  worth,  has  been  directed  by 
him  in  such  a  way  as  to  add  so  much  to  capital  which  will  be- 
come a  force  in  future  production. 

I  had  intended  to  send  a  more  complete  rejoinder  to  Mr. 
Hawley's  review  of  what  he  has  incorrectly  assumed  to  be  the 
substance  of  my  essay ;  but,  in  undertaking  it,  I  have  been  led 
into  an  extension  of  the  work  of  such  a  kind  that  it  would 
have  been  hardly  suitable  for  the  Journal.  A  series  of  arti- 
cles suggested  by  this  review  of  Mr.  Hawley's  will  therefore 
soon  appear  in  the  Forum, 

Yours  very  truly, 

Edward  Atkinson. 
Boston,  June  14,  1888. 
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BUSINESS  PROFITS  AND  WAGES:    A  REJOINDER* 

Having  no  taste  for  mere  oontroversy,  I  propose  to  leave 
my  share  in  the  issue  between  the  old  and  new  theories  of 
wages  and  profits  to  stand,  in  the  main,  as  it  now  stands.  My 
object  in  troubling  the  readers  of  this  journal  again  is  not  to 
rebut  in  detail  the  replies  of  Professor  Marshall  and  President 
Walker,  but  to  say  a  few  words  that  seem  to  be  called  for  by 
way  of  clearing  up  the  true  issues  in  the  case.  For  the  rest, 
I  gladly  leave  those  who  have  honored  me  by  reading  my 
former  paper  to  decide  for  themselves  how  far  Uie  replies  con- 
stitute a  satisfactory  defence  of  the  new  doctrines. 

Mr.  Marshall  selects  for  reply  two  points, —  one  under  the 
head  of  wages,  the  other  under  profits.  In  relation  to  wages, 
he  cites  the  noted  passage  in  which  Caimes  contends  that, 
under  certain  conditions,  ^the  wages  fund  may  contract  as  the 
supply  of  labor  ezpands.**  It  is  no  concern  of  mine  to  defend 
Caimes.  While  his  proposition,  as  he  puts  it,  is  incontroverti- 
ble, it  seems  to  me  to  relate,  not  to  practical  affairs,  but  to  a 
purely  hypothetical  case.f  On  the  practical  question  involved, 
I  am  in  agreement  with  Mr.  Marshall,  though  for  a  reason 
different  from  his.  How  he  should  have  taken  this  for  ^the 
crucial  point  of  difference  between  us,"  I  am  at  a  loss  to  see. 
The  chief  objection  I  urged  against  his  theory  of  wages  is  its 
want  of  accordance  with  the  plain  facts  of  the  case.  One  of 
the  most  elementary  facts  of  wage-paying  is  that  wages  are 
drawn,  by  the  act  of  saving,  from  every  sort  of  income,^ 

•  See  "Tbe  Sooroe  of  BaiiiieM  Proflti,*'  bj 

F.  A.  WaOcer,  in  thU  Journal,  April,  1887; 
**  Tbe  Theory  of  BniineM  Proflti,*'  by 

Alfred  MMihall,  ibUL,  Joly,  1887; 
*<  Theory  of  BodneM  Proflti,"  by 

8.  M.  MACTftne,  ibid.,  Oetober,  1887; 

**  The  BAte  of  Intereet  and  the  Laws  of  DIttrlbiition,"  by 

Sidney  Webb,  ibid.,  Janoary,  1888; 
**  Wages  and  Proflti/*  by 

Alfred  IfanhaU,  ibid.,  Janoary,  1888; 

•*  A  Beply  to  Mr.  Slacrane:  On  the  Source  of  Bnaineei  Proflti,*'  by 

F.  A.  Walker,  ibid.,  April,  1888. 

t  Caimes  is  ipeaklng  of  a  caae  in  which  the  nnmber  of  laborers  increases 
wiihmd  imer$a§$  qf  capital.  Snch  a  case  Is  very  nnllkely  to  arise,  since  the  attend- 
ant fall  of  wafes  tends  of  itself  to  stimnlate  employers  to  increased  saTlng. 
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from  rents,  interest,  earnings  of  management,  and  eTen  from 
ordinary  wages,  as  well  as  from  the  replaced  principal  of  old 
accomalations.  Yet  Mr.  Marshall  attempts  to  find  the  meas- 
ure of  wages  at  any  particular  time  by  a  process  which  leaves 
no  room  for  new  savings,  thus  going  far  beyond  the  eztremest 
form  of  the  wages-f and  doctrine  in  the  direction  of  stereotyping 
the  volume  of  wages  once  for  all.  If  the  only  source  of  wages 
be  what  he  calls  the  wages-and-profits-fund,  and  if  wages  be 
determined  by  ^sharing"  this  fund  according  to  economic 
law,  then  the  aggregate  of  wages  can  never  change.  Here  it 
is  that,  as  I  tried  to  show,  the  really  crucial  point  of  difference 
lies  between  Mr.  Marshall  and  myself ;  and  I  supposed  that,  if 
he  took  any  notice  of  my  criticism,  he  would  see  the  impor- 
tance of  addressing  himself  to  that  point;  yet  he  passes  it  by  in 
silence. 

The  point  of  which  he  does  speak  is  of  slight  consequence  be- 
tween us,  since  we  agree  in  holding  that  individual  wages  may 
be  expected  to  fall,  when  the  number  of  laborers  in  a  country 
is  increased.  We  should  difEer,  if  at  all,  only  as  to  the  extent 
of  the  faU  and  the  quickness  of  the  recovery, —  subordinate 
questions,  surely.  Yet,  as  Mr.  Marshall  thinks  our  variance  at 
this  point  important,  I  will  state  briefly  my  reason  for  think- 
ing his  defence  of  his  position  insufficient.  His  thesis  is  that, 
when  new  laborers  an*ive  in  a  country,  their  labor  at  once 
increases  the  consumable  products  constituting  the  wages-and- 
profits-fund,  thereby  providing  the  means  for  paying  their 
wages.  My  contention,  on  the  other  hand,  is  that  the  first 
effect  of  the  new  labor  must  be  to  increase  the  capital  of  the 
country,  to  provide  more  plant,  more  materials,  and  larger 
stocks  of  commodities  in  exchange.  The  increase  of  consum- 
able product  available  for  wages  I  hold  to  be  a  comparatively 
slow  process, —  a  result  to  be  built  up  from  the  foundation. 
Mr.  Marshall  asserts  that  it  can  happen  at  once.    He  says :  — 

The  moment  the  laborer  is  set  to  work,  more  partly  finished  proc- 
esses of  production  are  finished  than  would  otherwise  have  been  the 
case,  more  processes  just  begun  are  carried  a  little  further,  more  new 
processes  are  begun.  Though  the  spinner  cannot  get  as  his  wages 
to-day  the  carpet  that  will  be  made  of  the  yarn  which  he  spins  to-day, 
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there  are  pretty  sure  to  be  enough  carpets  in  store  to  meet  the  in- 
creased demand  due  to  the  increased  aggregate  of  wages  which,  in  my 
belief,  there  would  be;  and  manufacturers  and  dealers,  knowing  that 
larger  supplies  than  before  are  being  made,  will  not  hesitate  to  sell 
freely  from  their  stocks. 

This  seems  to  me  a  begging  of  the  question.  It  obviously 
assumes  that  the  productive  arrangements  of  the  country  were 
on  a  scale  adapted  to  a  larger  number  of  laborers  than  pre- 
viously were  found  in  it.  The  new  laborers  find  all  the  requi- 
site plant  and  materials  awaiting  their  arrival.  They  have 
only  to  take  their  places  in  the  system,  and  everything  will 
move  forward  just  as  if  they  had  alwa3rs  been  there. 

I  supposed  we  were  discussing  a  case  in  which  the  industrial 
arrangements  existing  before  the  arrival  of  the  new  laborers 
were  assumed  to  be  properly  adjusted  to  the  old  force  of 
laborers.  On  that  assumption, —  the  only  assumption  worth 
considering,  as  it  seems  to  me, —  I  ask  where  the  new  laborers 
are  to  find  the  additional  farms,  the  additional  machinery  of 
all  kinds,  and  the  additional  materials  in  various  stages  of 
growth  and  production  requisite  for  enabling  them  to  add 
appreciably  at  once  to  the  stream  of  finished  products. 
Where,  in  Mr.  MarshalPs  illustration,  is  the  spinner  to  find 
the  wool  and  the  machine  to  spin  it  with  ?  Does  he,  after  all, 
only  displace  another  spinner?  Does  he  only  convert  into 
yam  a  little  sooner  wool  that,  in  the  regular  course  of  things, 
would  have  been  turned  into  yarn  by  the  old  spinners  as  rap- 
idly as  new  supplies  came  forward?  Will  the  wool  supply 
suffice  for  the  larger  force  of  spinners  until  the  production  of 
wool  can  be  increased?  These  questions  I  must  leave  for  Mr. 
Marshall  to  answer.  If  he  should  answer  them  in  the  way  his 
theory  seems  to  require,  it  is  to  be  hoped  he  will  state  clearly 
what  he  regards  as  the  limit  of  this  elastic  quality  of  produc- 
tive systems,  whereby  they  may  be  stretched  at  once  so  as  to 
accommodate  additional  laborers.  I  suspect  that  Mr.  Marshall 
has  in  mind  cases  of  slight  change.  He  seems  to  confess  that 
any  large  introduction  of  new  laborers  would  break  down  his 
theory, —  at  least  at  the  point  of  the  food  supply.  If  his  con- 
tention be  merely  that  slight  disturbances  do  not  count,  that 
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a  few  floores  or  hnndredB  of  new  laborers  added  to  &  m 
numbered  by  millions  would  make  no  appreciable  differenoe, 
we  may  readily  assent  to  the  proposition ;  for  it  is  applicable 
to  any  and  every  theory  of  wages.  Bat  our  question  is  of 
tendency  and  of  general  principle.  It  is  a  poor  role  that  is 
good  only  for  infinitesimals, —  good  only  nntil  &  safastantial 
ease  arises.  Is  it  a  part  of  Mr.  Marshall's  theory  thsA  every 
substantial  case  is  to  be  ruled  out  as  catastrophic? 

Even  in  the  mild  case  which  Mr.  Marshall  contemplates,  it 
ought  to  be  obvious  that,  for  the  wages  of  the  new-oomers, 
his  principle  is  simply  that  of  drawing  on  the  customary  and 
necessary  stock  of  commodities  awaiting  exchange.  The  oar- 
pet4ealers  may  sell  down  their  stocks  to  meet  the  oaee,  but 
the  depleted  reserves  of  exchange  must  be  replenished  later. 
Not  only  so,  bnt  they  must  even  be  made  greater  than  before, 
to  correspond  with  the  increased  production  under  the  new 
conditions.  Mr.  Marshall's  principle,  then,  does  not,  in  the 
long  run,  save  the  laborers  from  loss  of  wages :  it  merely  dis> 
tributes  the  loss  over  a  longer  period.  In  other  words,  tak- 
ing the  residue  theory  on  its  own  ground,  it  is  clear  that^  if 
the  reserves  of  trade  be  drawn  upon  to  prevent  wages  from 
falling  so  low  as  they  would  otherwise  fall,  the  necessity  of 
filling  up  the  reserves  later  must  prevent  wages  from  recover- 
ing their  normal  rate  until  some  time  after  production  has 
attained  its  normal  flow  under  the  new  conditions. 

Putting  the  matter  as  a  concrete  case,  I  should  think  it 
almost  axiomatic  that  an  unforeseen  *  increase  of  ten  per  cent. 
in  the  labor  of  a  country  cannot  add  materially  to  the  prod- 
ucts available  for  paying  wages  until  it  has  first  added 
(roughly)  ten  per  cent,  to  the  productive  apparatus  of  the 
country,  to  the  materials  of  all  grades  and  stages,  and  to  the 
stocks  of  finished  products  awaiting  exchange.  Is  it  to  be 
supposed  that  the  classes  who  save  will  be  ready  to  cover  this 
whole  amount  by  additional  savings,  without  the  inducement 
of  higher  profits  than  were  previously  attainable?  Mr.  Mar- 
shall, I  am  aware,  makes  no  such  assertion.    He  admits  the 

*  I  say  *<  unforeseen/*  because  a  regular  or  customary  addition  is  likely  to  be 
discounted  in  advance  at  the  expense  (on  the  residue  theory)  of  the  former 
laborers. 
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decline  of  individual  wages  in  cases  of  this  kind.  But  it  is 
clear  that  his  general  tone  and  treatment  have  the  effect  of 
giving  large  aid  and  comfort  to  those  who  deny  the  depen- 
dence of  wages  on  savings.  If,  as  he  tells  us,  he  regards  the 
wages-fund  theory,  "  not  as  false,  but  as  pretentious  and  mis- 
leading," it  is  difficult  to  see  why  he  adopts  a  method  which  is 
tenable  only  on  the  assumption  that  the  essential  principle  of 
the  wages-fund  theory  is  false. 

As  to  the  subject  of  profits,  it  is  unfortunate  that  I  should 
have  succeeded  so  poorly  in  my  criticism  of  the  new  theory  as 
to  leave  Mr.  Marshall  in  doubt  as  to  my  meaning.  His  uncer- 
tainty leads  him  to  restate  his  own  position  instead  of  meeting 
the  objections  to  it.  Perhaps  he  will  be  aided  in  perceiving 
the  weakness  of  his  position  by  observing  that  it  involves  two 
theses  which  consort  very  ill  together.  The  first  is  that  busi- 
ness managers,  as  a  classy  receive  for  their  reward  those  certain 
quantities  of  wealth  which  are  created  by  their  own  exertions 
and  skill.  The  second  is  that,  when  skilful  managers  increase 
in  number,  the  rewards  of  management,  taking  production  as 
a  whole,  decrease.  These  I  understand  to  be  general  proposi- 
tions, applicable  to  all  industry,  since  all  industry  needs  man- 
agement. Now,  Mr.  Marshall  accounts  for  the  decline  of  busi- 
ness earnings,  when  the  number  of  capable  business  men 
increases,  by  attributing  it  to  a  decline  in  the  value  of  the 
product  created  by  each.  This  would  be  a  perfectly  valid  way 
of  accounting  for  a  loss  of  earnings  on  the  part  of  some  man- 
agers; but  it  becomes  absurd  when  used  to  account  for  a  gen- 
eral decline,  for  so  used  it  implies  the  possibility  of  a  general 
fall  of  values.  When  certain  managers  incur  loss  of  earnings 
by  a  decline  in  the  value  of  their  product,  other  managers 
must  gain  an  increase  of  earnings.  Mr.  Marshall  would  read- 
ily see  the  absurdity  of  attributing  a  general  fall  of  ordi- 
nary wages  to  a  fall  in  the  value  of  commodities.  Why  does 
he  think  it  no  absurdity  to  apply  to  the  earnings  of  employers 
a  doctrine  that  is  so  palpably  absurd  when  applied  to  the 
earnings  of  their  employees  ?  Is  the  employer  a  less  general 
factor  in  production  than  the  laborer?  Can  the  product 
created  by  one  employer  fall  in  value  without  a  rise  in  the 
value  of  products  created  by  other  employers  ? 
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I  hope  these  qaeetiom  may  make  the  pcMnt  dear.  My 
object  it  to  anggeat  that  the  aeoond  of  the  two  thoaea,  embody^ 
ing  the  new  theory  of  manager^a  earningBi  depriTaa  the  fiiat  of 
all  validity  as  a  general  principle.  Hie  two  takon  togedier 
reduce  themadvea,  in  my  humble  Jadgment»  to  the  mere  tm- 
iam  that  the  akiUol  bnaineaB  man  rendera  hie^y  impoitant 
aerrioea  in  production,  and  ia  ordinarily  able  to  oonunand  n 
return  proportioned  to  the  effectiveneaa  of  hia  monopoly.  Bnt 
this  ia  a  doctrine  aa  ^>plicable  to  ddlfal  lawyers  and  mnaicinttai 
who  take  no  part  in  production,  aa  it  ia  to  emplojera  of  pio- 
ductiye  labor.  For  thia  and  other  reaaonai  I  cannot  regard 
the  new  theoryi  in  ita  preaent  form  at  leaati  aa  m  very  Taloable 
oontribttUon  to  economic  adenee. 


Passing  now  to  President  Walker'a  article  in  the  last  nnmber 
of  thia  Journal,  I  wiah  to  aay  at  the  outaet  that  i>ft*hi»»g  oonld 
haye  been  &rther  from  my  intention  than  to  say  anything  per- 
aonally  gricYOus  regarding  Mr.  Walker's  writings  on  these  sab- 
Jects.   What  I  said  of  his  account  of  the  wagea-fnnd  theory  waa 
not  couched  aa  a  personal  charge  of  misrepresentation.    I  am 
aurprised  and  pained  to  aee  that  it  has  been  so  oonstnied  by 
him.    I  simply  said  that,  for  my  own  part,  I  had  never  under- 
stood the  wages-fund  theory  to  assert  or  even  to  imply  any 
such  absurdities  as  he  attributed  to  it.    If  this  constitutes  a 
personal  grievance,  I  am  profoundly  sorry,  because  I  aee  no 
way  of  withdrawing  or  even  greatly  modifying  the  statement. 
Surely,  those  who  adhere  to  the  general  principle  of  the  wages- 
fund  must  have  the  liberty  of  interpreting  the  doctrine   in 
their  own  way,  and  of  defending  it  against  unreasonable  con- 
struction, whether  at  the  hands  of  unwise  friends  or  hostile 
critics.    Mr.  Walker  seems  to  hold  that  we  are  bound  for  aU 
time  by  every  statement,  however  inconsiderate,  and   every 
inference,  however  unwarranted,  found  in  the  writings  of  those 
who  uphold  the  general  theory.    Not  only  so,  but  he  seems  to 
argue  that  we  are  bound  to  accept  a  hostile  and,  as  it  seems 
to  me,  highly  strained  construction  of  what  the  expounders  of 
the  theory  have  written.    This  would  be  to  make  an  end  of 
scientific  progress.     If  it  be  demonstrable  that  the  funda- 
mental doctrine  upheld  by  the  older  economists  under  the 


NOTES  AND  MEMORANDA  459 

name  of  the  wage»-f and  is,  after  all^  the  true  and  essential  prin- 
ciple in  the  law  of  wages,  it  cannot  be  wise  to  reject  even 
a  '^  patched  and  revamped  "  statement  of  the  doctrine. 

Space  would  fail  me  here  to  explain  in  full  my  grounds  for 
thinking  Mr.  Walker's  account  of  the  wages-fund  theory  inad- 
equate and  unfair  to  the  distinguished  and  clear-headed  men 
of  the  past  generation,  who  gave  the  theory  a  place  in  political 
economy.*  Those  writers  present  the  theory  not  as  ''  a  frag- 
ment, isolated,  discontinuous  with  the  rest  of  economics," 
though  Professor  Marshall  ascribes  this  character  to  it.  They 
conceived  it  rather,  in  my  understanding  of  them,  as  an  inte- 
gral part  of  a  whole  scheme  of  related  doctrines.  In  their 
treatment,  it  presupposes  and  is  built  upon  their  antecedent 
account  of  production  and  its  three  necessary  agents, —  land, 
labor,  and  capital.  It  includes,  therefore,  on  the  side  of  labor 
every  circumstance  that  affects  the  supply  of  laborers.  It  pre- 
supposes on  the  side  of  capital  all  that  has  been  said  regarding 
its  uses  in  production  and  the  law  of  its  increase.  All  the 
motives  and  circumstances  that  influence  men  favorably  or  un- 
favorably in  the  accumulation  and  use  of  savings  are  thus 
taken  into  account  and  made  part  of  the  case.  Clearly,  there- 
fore, the  theory  takes  full  cognizance  of  the  productiveness  of 
industry, —  less  obtrusively,  I  admit,  but  no  less  effectively, 
than  the  rival  theory  does.  It  looks  to  present  production,  on 
the  one  hand,  as  supplying  the  source  and,  in  a  way,  the  limit 
of  savings.  It  looks  to  future  production,  on  the  other  hand, 
as  furnishing  the  motive  and  opportunity  for  the  profitable  use 
of  savings  in  hiring  productive  labor.    Also,  it  posits  human 

*  If  it  were  necessary  to  cbaracterlae  lir.  WaUcer*t  account,  I  should  speak  of 
It  rather  as  a  failure  to  present  the  theory  than  as  a  case  of  misrepresentation. 
His  war  is  waged  less  with  the  theory  itself  than  with  certain  absurd  consequences 
which  he  alleges  to  flow  from  it.  His  budget  of  quotations  from  wages-fund  writ- 
ers are  aU  perfectly  accurate;  but  they  do  not,  they  could  not,  conrey  a  Just  riew 
of  the  theory.  The  wages-fund  doctrine  is  much  too  compUcated  to  be  expressed 
by  picking  out  here  a  sentence  and  there  a  phrase  from  those  who  hare  written 
about  it.  It  is  in  fact  a  peculiarly  unsuitable  matter  for  treatment  in  that  way, 
especiaUy  when  the  cUppings  are  taken  from  passages  in  which  the  writers, 
dMiring  to  emphasise  this  or  that  phase  or  supposed  consequence  of  the  theory, 
state  their  point  more  forcibly  or  with  less  of  quaUflcation  than  the  true  pro- 
portions of  the  case  demanded.  It  would  be  tolerably  safe  to  set  out  with  the 
assumption  that  the  old  economists  were  not  fools,  and  that,  eren  when  their 
words  may  seem  to  bear  a  construction  at  rariance  with  common  sense,  they 
probably  did  not  intend  them  in  that  particular  way. 
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intelligence  striving  by  self-denial  and  good  management  to 
tarn  the  situation  to  best  account,  but  limited  and  held  in 
check  by  the  ever-present  temptation  to  immediate  spending 
and  enjoyment. 

Taken  thus  in  organic  connection  with  the  principles  which 
it  presupposes  and  on  which  it  is  built ;  taken  as,  in  my  under- 
standing of  them,  the  older  economists  conceived  it, —  the 
wages-fund  theory,  instead  of  being  a  disjointed  fragment,  iso- 
lated, discontinuous  with  the  rest  of  economics,  becomes  rather 
an  inseparable  part  and  necessary  outgrowth  of  the  elementary 
principles  of  the  science.  To  take  it  as  an  independent,  self- 
existing  theory  is,  in  my  poor  judgment,  to  fjul  in  compre- 
hending it.  It  b  not  surprising  that  those  who  take  it  so 
should  argue  as  if  the  wages-fund  at  any  time  were  supposed 
to  be  fixed  by  physical  law  and  to  be  disbursed  with  as  little 
regard  to  circumstances  as  is  shown  by  the  falling  rain.  Mr. 
Walker,  for  example,  thinks  it  implies  that  wages  are  "  alto- 
gether irrespective  of  the  industrial  quality,  the  skill,  energy, 
temperance,  frugality,  of  the  laboring  population";  that  "the 
possessor  of  capital  is  under  an  economic  necessity  to  employ 
labor";  that  "only  one  of  the  three  factors  of  production  — 
namely,  capital  —  has  to  do  with  the  problem  of  wages  "  ;  that, 
"  if  the  laborer  does  not  seek  his  interest,  his  interest  will  seek 
him,  and  will  find  him " ;  and  much  else  of  equal  absurdity.* 

These  misconceptions  —  for  such  I  think  them  to  be  —  are 
perhaps  accounted  for  by  two  facts  or  defects  in  the  ordinary 
exposition  of  the  wages-fund  theory.  In  the  first  place,  the 
exposition  is  usually  too  much  restricted  to  the  law  of  normal 
wages, —  wages  in  a  given  industrial  situation,  which  is  re- 
garded, for  the  purpose  in  hand,  as  constant.  Too  much  is 
left  for  the  reader,  at  least  for  the  careless  reader,  to  do  in 
the  way  of  adjusting  the  theory  to  changing  conditions.     It  is 

*  Another  striking  sentence  might  be  added  to  Mr.  Walker's  supposed  corolla- 
ries of  the  wages-fund  theory,  to  the  effect  that  the  laborers  are  certain  to  receive 
the  whole  amount  of  the  fund,  whether  they  work  or  not ;  for  has  not  Mill  said 
♦♦  this  amount,  and  no  less,  they  cannot  but  obtain."  Has  it  never  occurred  to 
Mr.  Walker  that  by  the  exercise  of  a  little  perverse  ingenuity  his  own  theory  may 
be  made  to  yield  a  few  similar  economic  gems  ?  For  example,  "  The  advocate  of 
the  residue  theory  virtually  maintains  that  somebody  is  under  an  economic  neces- 
sity to  hire  every  laborer,  and  to  pay  him  the  equivalent  of  his  product  less  rent 
and  interest."    Such  constructions  may  be  amusing,  but  they  are  poor  arg^uments. 
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clearly  enough  implied  in  the  fandamental  conception  that  any 
change  in  the  industrial  conditions  produces  a  new  case  and 
a  new  determination  of  the  wages  fund ;  but,  if  the  founders 
of  political  economy  had  foreseen  how  much  trouble  some  of 
their  readers  would  have  in  trying  to  apply  a  rule  of  normal 
wages  to  changing  and  therefore  abnormal  conditions,  they 
would  doubtless  have  seen  the  wisdom  of  paying  more  atten- 
tion to  market  wages.  Their  work  as  it  stands  must  be  ad- 
mitted to  have  an  air  of  somewhat  greater  rigidity  than  belongs 
to  the  law  of  wages  in  actual  life.  Yet  it  is,  on  the  whole, 
work  based  on  a  sound  and  just  conception  of  the  principles 
governing  wages.  It  lays  a  good  foundation  for  later  builders, 
and  as  such  deserves,  in  my  opinion,  our  full  and  grateful 
recognition. 

The  other  defect  in  most  expositions  of  wages  arises  from 
not  sufficiently  distinguishing  the  savings,  which  constitute  the 
wages-fund,  from  the  working  capital  required  by  the  very 
nature  of  civilized  production.  Wages  are  not  a  necessity  of 
industry,  but  are  due  to  special  social  conditions.  It  is  no 
necessary  condition  of  production  that  the  whole  burden  of 
waiting  for  the  natural  rewards  of  labor  should  be  borne  by 
a  few.  Wages  are  an  incident  of  the  inequalities  of  wealth, 
or  of  waiting  capacity,  among  men.  Those  who  will  not  or 
cannot  submit  to  the  long  waiting  demanded  by  the  laws  of 
production  and  the  difficulties  of  exchange,  must  accept  what 
their  more  fortunate  or  more  thrifty  neighbors  are  willing  to 
offer  for  their  labor.  Wages  therefore  depend  directly  on 
savings ;  and,  strictly,  the  only  use  of  savings  is  to  pay  wages. 
To  give  the  name  of  capital  to  savings  is  virtually  to  regard 
the  wage-receiver  not  as  a  man  engaged  in  production,  but  as 
an  animal  to  be  used  by  those  who  are  so  engaged,  and  needing 
food  and  shelter  at  the  hands  of  his  employer,  just  as  horses 
need  fodder.  Political  economy  ought  not  to  view  production 
from  the  employer's  stand-point  exclusively.  We  should  gain 
much  in  clearness,  it  seems  to  me,  by  restricting  the  term 
^^ capital"  to  the  necessary  apparatus  of  production  and  ex- 
change, to  those  things  that  would  be  necessary  for  carrying 
on  production  and  exchange  even  if  every  laborer  waited  the 
full  period  for  the  natural  reward  of  his  labors.     We  should. 


! 


.2 


46S  QUABTMBLT  JOURNAL  OF  MCONOMICa 

in  that  eventi  giye  up  saying  that  wages  depend  on  capital,  or 
on  oircnlating  capital^ — phrases  that  require  too  mnoh  help  from 
the  context  and  from  the  reader's  reflection,  in  order  to  beoome 
intelligible.  Since  the  only  part  of  wealth  inflnenciiig  wages 
at  any  time  is  the  portion  of  finished  products  (or  of  poibhas- 
ing  power)  offered  for  labor,  the  rimple  and  aoonrate  ezprea- 
sion  would  seem  to  be  that  wages  depend  on  savings.  There 
is,  of  course,  a  very  intimate  connection  between  savings  and 
true  capital.  Savings  are  wealth  seeking  to  beoome  capitaL 
They  may  be  regarded  as  potential  capital,  since,  where  there 
are  laborers  willing  to  be  hired,  the  man  who  has  savings  may 
easily  obtain  true  capital  in  return  for  wages.  Bat  the  readi> 
ness  inth  which  savings  may  be  converted  into  true  oapital 
ought  not  to  make  us  lose  sight  of  the  obvious  and  important  dis- 
tinction between  the  two.  Fulure  to  bring  out  the  distinction 
dearly  and  observe  it  carefully  has  given  rise  to  most  of  the 
objections  raised  against  the  wages-fund  theory,  as  well  as  to 
most  of  the  careless  writing  about  it,  which  Mr.  Ma.rali%^]  finds 
so  misleading. 

Mr.  Walker  resents  the  imputation  of  wavering  in  his  state- 
ments regarding  the  advance  of  wages  from  savings.  I  most 
frankly  confess  that,  even  with  the  help  of  the  explanations  in 
his  reply,  I  am  unable  to  comprehend  clearly  his  precise  posi- 
tion on  the  question.  He  professes  to  see  nothing  ambiguous 
or  illogical  in  the  double  proposition  that  wages  are,  in  fact, 
paid  in  advance  out  of  savings,  yet  are  in  economic  theory 
paid  out  of  the  laborer's  own  product.  In  any  but  a  loose  fig- 
urative sense,  the  second  of  these  statements  seems  to  me  to 
be  a  contradiction  of  the  first ;  for,  surely,  the  laborers  are  not 
paid  twice,  first  out  of  savings  and  later  out  of  product.  Does 
the  double  statement  perhaps  mean  that  wages  are  advanced 
(to  the  laborers)  out  of  savings,  but  are,  in  economic  theory, 
paid  (back  to  the  employer)  out  of  product  ?  If  so,  it  becomes 
at  once  clear  and  incontrovertible.  But,  thus  understood,  it 
is  clearly  nothing  but  the  old  doctrine,  somewhat  obscured  by 
needless  enigma  of  statement ;  so  that  one  must  hesitate  in  sag- 
gesting  this  as  the  true  rendering.  The  claim  of  novelty  or  of 
discovery  for  so  trite  a  principle  would,  however,  be  a  suita- 
ble mate  for  several  other  claims  advanced  on  behalf  of  the 
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new  school ;  for  example,  the  claim  of  exclusive  property  in 
the  doctrine  that  men  employ  laborers,  not  to  disburse  a  fund 
of  which  they  may  be  in  possession,  but  in  order  to  make 
profit  for  themselves  through  the  product. 

As  to  the  cases  cited  by  Mr.  Walker  in  which  employers  col- 
lect the  proceeds  of  the  labor  before  paying  wages,  two  things 
are  to  be  said.  In  the  first  place,  the  cases  are,  for  the  most 
part,  not  taken  from  ordinary  productive  industry.  They 
are  employees  of  railroad  and  express  companies,  servants  in 
boarding-houses,  actors,  opera  singers,  ballet  dancers,  etc. 
In  the  second  place,  Mr.  Walker  does  not,  even  in  these  in- 
stances, take  the  whole  case  into  account.  If  he  would  consider 
how  far  wages  are  advanced  in  the  railroad  business,  he  must 
begin  at  the  beginning;  i,e^  with  the  building  of  the  road- 
bed, the  making  and  laying  of  the  rails,  and  the  construction 
of  the  rolling-stock  and  station  buildings.  If  he  would  discuss 
the  advance  of  wages  in  the  hotel  or  the  theatre  business,  he 
must  similarly  begin  with  the  erection  and  equipment  of  the 
structures  used  for  these  purposes.  And,  in  studying  these 
cases,  let  me  further  point  out  that,  when  the  producer  of 
lumber  pays  his  men  with  money  received  from  the  lumber- 
dealer,  or  the  rolling-mill  pa3r8  its  hands  with  money  received 
from  the  contractor,  we  have  merely  oases  in  which  the  ad- 
vance of  wages  is  shifted  from  one  capitalist  to  another.  We 
must  look  beyond  these  transfers  of  the  burden  to  the  final 
recouping  of  all  the  advances  by  the  payments  of  those  who, 
in  the  final  result,  consume  the  product.  In  the  case  of  the 
railway  and  express  business,  for  example,  Mr.  Walker  over- 
looks the  fact  that,  though  freights  may  be  collected  before 
the  employees  are  paid,  the  sums  collected  are  still,  for  the 
most  part,  real  advances  from  the  savings  of  the  business  men 
for  whom  the  goods  are  carried.  To  ignore  this  fact  is  to 
take  a  very  superficial  view  of  the  case. 

Mr.  Walker  meets  my  argument  as  to  the  impossibility  of 
increasing  wages  by  reason  of  improved  efficiency  of  labor 
before  the  actual  products  are  increased,  by  introducing  the 
wonder-working  power  of  credit  between  employers  and  la- 
borers. It  remains  for  him  now  to  show  that  his  suggestion 
is  something  more  than  a  mere  flight  of  fancy.    In  what  part 
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of  the  oiviliied  worid  is  the  hiring  of  liboren  to  oondnoted? 
Oar  qaestioDB  relate  to  wage  payments  as  they  are,  not  aa 
they  might  be.  Seoondly,  when  he  has  done  thi%  he  moat  teU 
ns  with  what  motiye  and  under  the  stress  of  what  oampolsion 
the  employers  are  supposed,  even  on  the  prinoiple  of  long 
crediti  to  promise  away  the  whole  increase  of  prodnct?  Theae 
are  points  as  to  which  Mr.  Walker  gives  us  no  ligbt,  and  yet 
they  are  obvioosly  points  on  which  li^t  is  greatly  needed. 
^^  Mr.  Walker's  argument  seems  to  assume  thati  when  inereaao 
^  of  product  arises,  the  increment  lies  loose  and  nndaimed  in 
the  industrial  arena,  to  be  picked  up  by  the  laborera  without 
challenge.  He  applies  to  it  the  geometric  principle  of  ^no 
reason  why  it  should  go  to  anybody  else."  He  shuta  hia  eyea 
to  the  fact  that  it  does  at  first  go  to  somebody  elae  by  the 
nature  of  the  case.  In  what  way  is  the  employer's  hold  npon 
it  to  be  relaxed?  I  showed  in  my  former  article  that,  beyond 
vague  references  to  freedom  of  competition,  Mr.  Walker  had 
cited  no  economic  force  or  principle  for  accomplishing  the 
result  he  contends  for.  But  freedom  of  competition  being 
merely  a  leveller, — not  an  independent  force,  but  &  condition 
of  free  play  for  the  true  economic  forces, — I  pointed  out  that 
it  could  have  no  tendency  in  and  of  itself  to  raise  the  general 
rate  of  wages  in  the  manner  alleged.  It  could  only  allow 
unimpeded  action  to  any  other  influence  or  agency  having  the 
power  or  tendency,  if  unimpeded  by  combinations  or  custom, 
to  bring  about  the  specified  result. 

To  this  view  of  competition,  Mr.  Walker  demurs  somewhat 
scornfully.  He  says:  '^It  is  needless  to  spend  time  in  pointing 
out  the  inadequacy  of  this  view  of  competition.  If  the  com- 
petition of  employers  among  themselves  for  the  profits  of 
employment  has  nothing  to  do  with  fixing  the  general  level  of 
wages,  why  is  that  level,  at  any  time,  where  we  find  it  to  be  ? 
Why  is  it  not  lower  by  one-quarter,  one-third,  or  one-half?** 

On  Mr.  Walker's  own  theory,  this  question  must  indeed  be 
a  poser.  On  the  **  exploded  *'  theory  of  the  wages  fund,  the 
answer  to  it  is  easy  and  clear.  The  general  level  of  wages  is 
what  we  find  it  to  be,  because  the  effective  demand  for  labor, 
acting  on  the  available  supply,  has  brought  it  to  that  point. 
If  the  level  were  lowered  by  one-fourth,  there  would  be  more 
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Bavings  offering  for  labor  than  the  aggregate  of  wages,  at  the 
lower  rate,  would  absorb.  The  presence  of  this  unsatisfied 
demand  for  labor  would  speedily  raise  wages  again. 

The  word  "competition"  has,  unfortunately,  two  closely 
connected,  yet  different,  meanings.  I  suspect  that,  when  Mr. 
Walker  speaks  of  "  the  competition  of  employers  among  them- 
selves for  the  profits  of  employment,*'  he  uses  the  word  in  its 
popular  sense, —  the  sense  in  which  men  speak  of  "  fierce  com- 
petition "  for  a  thing,  meaning  strong  demand  for  it ;  or  avow 
that  there  is  "greater  competition"  or  "more  competition"  at 
certain  times  or  places  than  at  others,  meaning  that  there  is  a 
more  active  rivalry  or  a  greater  number  of  persons  competing. 
I  supposed  that,  in  political  economy,  it  was  universally  agreed 
to  use  the  word  in  a  scientific  sense,  to  denote  the  absence  of 
control  by  custom  or  by  combinations  or  by  anything  other 
than  the  free  play  of  individual  self-interest.  In  a  state  of 
competition,  all  the  persons  concerned  are  supposed  to  do  the 
best  they  can  for  themselves,  acting  independently.  In  a 
word,  competition  is  merely  short  for  "  free  competition,"  or 
"  freedom  of  competition."  In  this  sense,  competition  may  be 
as  fuU  and  free  when  demand  is  small  as  when  it  is  large, 
when  wages  are  falling  as  when  wages  are  rising.  All  that 
free  competition  does  in  any  case  is  to  let  the  whole  demand 
play  on  the  whole  supply.  In  the  "labor  market,"  I  under- 
stand freedom  of  competition  to  mean  that  every  laborer  de- 
clines to  work  for  any  employer  who  offers  less  than  another 
is  ready  to  pay  him ;  also,  that  every  employer  declines  to  pay 
any  laborer  higher  wages  than  he  can  get  other  equally  good 
lal)orer8  for.  If  this  be  the  accepted  meaning,  it  follows  that, 
for  the  causes  determining  how  much  each  laborer  can  get  and 
how  much  each  employer  must  pay,  we  have  to  look  beyond 
freedom  of  competition.  It  also  follows  that  Mr.  Walker,  in 
his  h}'pothetical  case  of  a  ten  per  cent,  increase  in  the  effi* 
ciency  of  labor,  has  faUcd  to  indicate  any  economic  cause  or 
force  that  should  carry  the  whole  increase  of  product  at  once 
to  wages.*    Evidently,  then,  the  whole  question  between  us 

*  Any  one  who  tokee  tbe  troable  to  insert  the  complete  phrase,  **  freedom  of 
competition,'*  in  Mr.  Walker't  qoeetion,  quoted  mbore,  most  be  ttniek  by  the 
chjuacter  of  it,  when  thos  stripped  of  the  mmbignity  which  aiooe  gires  it  the  air 
of  an  argoment. 
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tarns  on  the  efficacy  of  free  competition  to  raise  wag 
am  willing  to  let  the  case  rest  so,  leaving  the  intelligent  i 
to  decide  the  question  for  himself. 

I  have  followed  Mr.  Walker's  example  in  speaking  of 
first,  for  the  good  reason  that,  if  the  old  theory  of  wa 
the  true  one,  the  new  theory  of  profits  has  small  claim  to 
tion.    I  see  little  in  Mr.  Walker's  reply  that  seems  to  c 
remark,  so  slightly  does  it  meet  the  real  difficulties  of  th 
Mr.   Walker  unfortunately  misses  the  point  of  what 
regarding  the  two  descending  scales  of  productiveness 
difTerences  in  natural  agents  and  in  the  ability  of  mai 
I  did  not  for  a  moment  deny  the  existence  of  the  two 
nor  did  I  deplore  the  inconvenience  to  economists  that 
arise  from  recognizing  both.    My  point  was  the  extre 
surdity  of  assuming  (for  it  was  and  is  only  assumptioi 
the  differences  due  to  varying  business  ability,  being  w 
to  all  production,  can  have  any  effect  on  the  values  o 
modities.*    As  Mr.  Walker  has  so  nearly  nothing  to 
this  vital  point,  it  is  very  unfortunate  that  any  inapt 
statement  on  my  part  should  have  led  him  to  waste  8< 
pages  in  refuting  propositions  which  at  least  have  nc 
designedly  advanced.    All  he  has  to  say  that  bears 
main   question  is  in  substance   this :   Changes  in  the  « 
production  of  all  commodities  (including  gold)  are  at 
by  changes  in  the  general  level  of  prices,  because  the 
supply  of  gold  is  but  slowly  affected  by  changes  of  ] 
tion.     Now,  the  introduction  of  employers  of  less  than  J 
ciency  diminishes  production,  therefore  it  raises  prices. 

All  this  is  undoubtedly  true  and  in  its  place  importan 
as  a  defence  of  Mr.  Walker's  original  proposition,  it  i 
curious  than  convincing.  His  original  proposition  is  t 
presence  of  the  no-profits  employer  in  every  industry 

*  The  qnestion  as  to  rent  is  simply  one  form  of  this  general  question, 
the  no-profits  employer  has  any  special  control  oyer  ralue.  The  qnestio 
was  how  we  could  be  sure  in  the  case  of  agriculture,  mining,  etc,  thai 
efiBcient  employers  have  control  of  the  least  productive  lands,  mines, 
Walker  answers  by  showing  that,  ^  it  be  grunted  they  Kave^  the  effect  is 
the  same  as  if  the  natural  agent  itself  were  just  so  much  poorer.  He  mu 
reflection,  that  this  answer,  to  say  nothing  of  its  other  defects,  does  not 
main  question  in  the  case. 
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nonnal  price  for  every  prodact  on  the  same  principle  and  in 
the  same  sense  as  the  poorest  lands  in  cultivation  set  the  nor- 
mal price  of  wheat.  More  efficient  employers,  using  this 
price,  are  able  to  gain  profits  of  their  own  creation,  just  as  the 
better  lands,  using  the  price  set  by  the  poorer,  afford  a  rent 
of  their  own  creation  to  their  owners.  This  is  obviously 
stated  as  a  general  law  good  for  all  times.  It  is  only  as  such 
that  it  merits  any  notice. 

Now  look  at  the  defence.  Here  the  general  law  suddenly 
shrinks  into  a  mere  friction-allowance  for  a  time  of  transition. 
It  was  propounded  as  a  law  of  profits,  but  here  it  turns  into 
a  subordinate  principle  in  the  market  value  of  money.  It  is 
strange  it  should  not  have  occurred  to  Mr.  Walker  that  the 
rise  of  prices  for  which  he  now  contends,  being  general,  has 
no  necessary  connection  with  profits  at  all.  Prices  in  that 
sense  might  be  a  thousand  times  higher  than  they  are,  without 
profits  being  affected  in  the  least.  The  only  changes  of  prices 
that  can  in  themselves  affect  the  profits  of  employers  are 
changes  of  relative  prices, —  changes  that  imply  changes  of 
value,  as  when,  in  his  own  favorite  analogy,  the  price  of  wheat 
rises  because  poorer  land  has  to  be  cultivated.*  Mr.  Walker 
loses  sight  of  this  important  principle,  and  then  says  that  I 
have  ^^  fallen  into  a  familiar  error  in  the  theory  of  money,** 
because  I  did  not  do  the  same.  Our  question  has  nothing  to 
do  with  the  theory  of  money.  Even  if  it  had,  we  have  yet 
to  be  told  how  the  no-profits  employer  is  enabled  to  keep 
even  the  geneiial  level  of  prices  permanently  high.  If  Mr. 
Walker  is  willing  to  admit  openly  that  which  his  defence 
clearly  implies, —  namely,  that  the  price-regulating  function  of 
the  no-profits  employers  depends  for  fulfilment  on  what  must 
be  regarded  as  an  imperfection  of  the  medium  of  exchange, 

•The  profits  of  gold-mining  most  of  conne  be  excepted.  Perhape,  in  order 
to  avoid  miinnderttanding,  I  ought  to  add  that,  when  all  prices  rise  or  fall, 
profits  are  aifeeted  nnlese  or  until  money  wages  rise  or  faU  correspondingly. 
TliQS  moch  I  should  concede  freely.  But  as  the  change  of  profits  in  this  case,  as 
well  as  the  sabseqnent  correction,  arises  trom  changes  of  real  wages,  and  as  it  it 
apparently  no  part  of  Mr.  Walker's  theory  that  profits  depend  on  wages,  he  it 
probably  not  disposed  to  orge  this  pointy-  in  fact,  to  do  so  would  be  to  desert  hit 
own  ground.  Besides,  his  need  is  of  a  sapport  for  a  general  law  good  at  all  times ; 
and  this,  as  remarked  above,  can  hardly  be  found  in  the  Incidents  peculiar  to  a 
transition  stage. 
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Alt  iti  Mttot  !•  linhad  to  pcriixbol  oba^^  fat  thapnpqit- 
tfaNU  of  good  and  bad  naaagviunt,  and  lagta  only  utiL  lib» 
affart  ci  the  dungs  hai  tims  to  axtaad  to  tfaa  gold  tafptj^ — I 
think  that  woold  be  a  latfafaatoty  and  of  oar  «ont«wway. 
That  mmld  jdaoa  the  nofroAta  aiqilojar  <n  On  ■■»•  Wal 
asaxtondou  and  otntn^mia  in  Aa  «a  ol  oradit,  aev  dla- 
oov«riaa  of  gold,  and  hilf  a  flnafu  n\hm  piino  irmirtallp^  agw 
da*  idiUdk  Mr.  Walkar  hia  sot  thooj^  ft  to  aaanlioQ. 
nnaltj,  I  take  the  Uberty  ol  ioggaatfaig  Oat,  if  Ifr.  Walker 
woald  aooept  <»e  leaKm  firon  the  old  eooaKmiat^  and  wdbU 
dit^  the  word  ■^prioe"  altogaAv  in  diaouibig  niiiMlium 
that  haTe   to  do  with  valae^  we  dutald  make  more  zMnd 


ntere  an  manj  other  iariting  aoltjeote  in  Mr.  Walkv^ 
npl7;.biit  I  forbear  to  apeak  o<  thew,  teat  he  repeat  the  pan- 
pl^t  that  my  objeetiona  take  too  wide  a  rai^^  Tha  odb  to 
iritioh  I  hare  here  oonflned  mTaelf  ia  unfortnnatelj  oma  <d 
thoae  which,  aooording  to  Mr.  Walker,  "  ihonld  not  ha*«  been 
made  at  aH"  Bnt  I  nuut  take  the  liberty  of  reminding  him 
tiiat  he  expreasly  invited  eritudsn, —  "the  more  notiTa  and 
eameat,  the  better," —  and  that  the  aotive  and  earnest  oritio 
can  hardly  be  expected  to  confine  himself  to  sneh  objections  as 
the  antbor  of  the  work  critioised  would  have  selected. 
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THE  RATE  OF  INTEREST. 

In  the  course  of  his  incisive  reply  to  Professor  Macvane's 
remarkable  rehabilitation  of  the  wages-fnnd  theory,  Mr. 
Walker  incidentally  makes  some  noteworthy  admissions  as  to 
the  nature  of  the  ^'  interest  ^  which  forms  a  part  of  business 
profit. 

1.  It  appears  that  Mr.  Walker's  ^^ interest"  is  not  any  of 
the  kinds  of  interest  known  to  the  practical  man  or  to  the 
classic  economist.  It  is  (p.  286,  note)  neither  ^the  current 
rate  paid  on  loans  in  the  money  market"  nor  ^the  current 
rate  paid  on  more  permanent  loans  on  security,"  nor  even 
'^  the  normal  rate  to  which  the  variations  in  current  rates  of 
loan  interest  tend  to  conform."  But  it  is  clearly  the  last 
named,  which,  as  Mr.  Walker  said  in  his  April  article,  '^all 
economists,  from  Adam  Smith  down,"  have  had  in  view  as  a 
constituent  of  profits,  and  to  which  Professor  Marshall  refers 
as  the  '^  rate  of  interest."  It  is  this  interest  which  is  supposed 
to  tend  to  equality  and  to  decline.  And  I  entirely  agree  with 
what  I  understand  his  meaning  now  to  be, —  that  this  old 
^'normal  rate  of  loan  interest"  does  not,  with  rent,  wages, 
and  the  ^^rent  of  ability,"  complete  the  distribution  of  the 
product.  I  attempted,  in  the  January  number  of  this  journal, 
to  show  that  the  interest  which  entered  into  profits  was  some- 
thing more  than  this ;  and  I  gather  that  Mr.  Walker  so  far^y^ 
agrees  with  me.  It  would  be  interesting  (if  Mr.  Walker  does 
not  accept  the  ^law  of  economic  interest"  therein  stated)  to 
know  more  particularly  what  relation  he  conceives  this  inter- 
est to  bear  to  ^*  normal  loan  interest "  and  how  its  amount  is 
determined. 

2.  Mr.  Walker  may  reply  that  he  has  dealt  with  this  point 
in  stating  (pp.  285-287)  that  the  rate  of  interest  is  determined 
by  the  ^ final  utility"  of  capital;  that  is  to  say,  by  the  return 
to  be  obtained  by  the  use  of  the  last  increment  of  capital  em- 
ployed. But  this  is  obviously  the  law  expressing  the  interest 
to  be  obtained  on  loans  upon  security ;  and  that  Mr.  Walker 
had  this  ^'  loan  interest "  in  view  is  evident  from  his  summing 
up  the  argument  (pp.  286,  287)  by  saying  that,  ^  notwithstand- 
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ing  that  the  ntility  of  the  snocesdve  increiiiieiits  of  oafntal 
applied  to  production  has  varied  within  a  wide  nogei  aU  the 
loana  made  would,  in  a  money  market  where  perfect  competi- 
tion ezifted,  be  made  at  the  same  rate^ — the  rate,  namelj, 
which  the  last  borrower  can  afford  to  pay.**  This  atill  leavea 
hb  without  any  detennination  of  the  amount  of  the  intereat 
which  enters  into  profit  (**  economic  interest  **)!  which,  in  the 
note  on  the  same  page,  Mr.  Walker  admits  to  be  aomethii^ 
different  from  ^loan  interest,''  whether  market  or  normaL 
Who  gets  the  advantage  of  the  higher  utility  of  the  inoie- 
ments  of  capital  applied  at  greater  advantage  than  that  of  the 
last  increment?  It  will  hardly  be  asserted  that  this  is  (even 
in  perfectly  free  competition)  immediately  and  wholly  ceded 
to  the  consumer,  as  values  wUl  continue  to  depend  on  the  cost 
of  production  of  the  portion  of  the  siqiply  produced  under  the 
most  disadvantageous  circumstances  {ij$^  with  the  final  incre* 
ment  of  capital).  What  ii  the  cause  of  the  high  maiket  value 
of  the  ^good  will **  of  a  business? 

8.  But,  notwithstanding  his  virtual  admission  that  the  auo- 
cessive  increments  of  capital  are  applied  with  ^iw«iiii«K|ng 
advantage,  Mr.  Walker  refuses  to  admit  that  the  ^  return  to 
capital''  varies.  ^All  portions  of  capital  do,  in  proper  eco- 
nomio  theory,  bear  an  equal  rate  of  interest "  (p.  287).  Is  he 
not  still  thinking  only  of  loan  interest?  If  there  is  a  differ- 
ence in  the  amount  of  product  turned  out  by  two  undertak- 
ings, and  this  difference  is  caused  neither  by  difference  in  the 
land  used  nor  in  the  amount  of  labor  employed,  nor  in  the 
ability  or  skiU  of  the  labor  or  of  the  managment,  it  may  fairly 
be  ascribed  to  the  varying  advantages  of  the  capitals  em- 
ployed, as  it  passes  with  their  ownership,  and  is  included  in 
their  price.  It  is  true  that  in  such  a  case  the  market  value  of 
the  two  undertakings  (that  is,  the  nominal  valuation  of  their 
capitals)  will  be  strictly  in  proportion  to  the  net  incomes 
yielded  by  them.  But  this  fact  (which  is  equally  true  of 
lands  of  different  fertilities)  does  not,  of  course,  mean  that 
the  returns  to  the  capitals  invested  bear  an  equal  proportion 
to  those  capitals.  Industrial  capital  does  not  consLst  of  valua- 
tions, in  currency,  of  opportunities  of  profit.  Cotton  is  not 
spun  by  share  quotations,  but  by  actual  machines  of  wood  and 
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iron,  which  function  with  more  or  less  efficiency,  quite  irre- 
spective of  the  price  of  cotton-mill  shares. 

4.  The  fact  is  that  Mr.  Walker  exaggerates  the  possible 
mobility  of  capital.  He  fully  recognizes  that,  even  in  perfect 
omniscient  competition,  the  industrial  capabilities  of  lands 
and  abilities  will  continue  to  vary.  Equally,  the  industrial 
advantages  of  railways,  ships,  houses,  harbors,  docks,  water- 
works, gas-works,  tramways,  quarries,  mines,  canals,  markets, 
fishings,  and  countless  other  durable  forms  of  so-called  fixed 
capital,  must  necessarily  vary.  It  will  hardly  be  denied  that 
the  return  from  these  instruments  will  be  according  to  the  law 
of  rent,  and  these  (with  land)  make  up  three-fourths  in  value 
of  the  whole  realized  wealth  of  the  United  Kingdom.  But,  in 
every  department  of  industry,  the  means  of  production,  con- 
temporaneously employed,  vary  in  efficiency.  The  Cornish 
mines  still  use  beam-engines  dating  from  Newcomen.  Sail- 
ing ships  still  plough  the  ocean  alongside  of  quadruple  expan- 
sion engines.  The  flail  is  worked  in  Germany  as  well  as  the 
threshing  machine.  Boots  are  still  made  by  hand  in  competi- 
tion with  steam  boot  factories.  The  van  of  industrial  progress 
must  always  be  in  advance  of  the  stragglers  (irrespective  of 
patents  or  monopolies),  if  only  while  the  old  appliances  are 
wearing  out.  And,  since  it  is  the  article  produced  under 
the  most  disadvantageous  circumstances  which  determines  the 
value  of  the  whole,  there  must  necessarily  be  a  real  ^^  rent " 
upon  all  but  the  capital  employed  under  those  worst  circum- 
stances. This  (with  the  constantly  existing  cases  of  rent  of 
opportunity)  is  obviously  the  source  of  the  large  industrial 
profits.  Any  successful  manufacturer  would  scoff  at  the 
notion  of  his  profits  having  been  merely  five  per  cent,  plus 
his  salary  as  manager. 

5.  What  is  mobile  is  ^  loan  capital.^'  As  Bagehot  viWdly 
described,  this  flows  unceasingly  where  it  can  be  most  produc- 
tive; and  its  law  is  undoubtedly  ^equality  of  returns.'^  Its 
influence,  moreover,  is  a  perpetually  levelling  one,  its  re-en- 
forcement of  the  capital  of  superior  efficiency  constantly  elim- 
inating the  industrial  capital  embodied  in  obsolescent  forms  of 
inferior  efficiency.  But  the  process  is  never  ending ;  and  there 
can  be  conceived  no  moment  in  which  every  application  of 
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labor,  throaghoat  all  trades  all  over  the  industrial  comnm: 
will  be  aided  to  exactly  the  same  degree  by  capital  of 
cisely  eqaal  efficiency.  The  hypothetic  eqnilibriam  is  dyn: 
and  not  static,  a  "  becoming  ^  and  not  a  "  being.**  There 
in  pare  economic  theor}',  as  in  actnal  fact,  there  is  nomui 
real  rent  of  capital ;  and  it  Lb  this  (economic  interest)  w 
enters  (with  rent  of  ability)  into  business  profits,  and 
merely  "  loan  interest "  (as,  indeed,  Mr.  Walker  recognise 

6.  Whether  anything  is  gained  by  describing  the  aggrc 
of  this  varying  economic  interest  as  a  rate  per  cent,  on 
aggregate  nominal  value  of  the  capitals  employed  is  ope 
question,  since  the  exchange  value  of  each  portion  of  oa 
itself  depends  on  the  amount  of  income  to  be  derived  £r<H 
use,  in  comparison  with  current  loan  interest  and  the 
social  estimation,  and  other  attributes  of  the  nndertal 
We  do  not,  in  economics,  speak  of  land  rent  as  a  percen 
of  the  value  of  land ;  and  the  market  value  of  the  induf 
capital  in  any  commercial  undertaking  is  determined  on  ; 
ciples  precisely  similar  to  those  governing  the  price  of 
estate,  and  equally  without  the  slightest  reference  to 
original  cost  to  the  proprietor. 

It  is  therefore  submitted  that  the  scope  of  the  Ricar 

law  of  rent  must  (as  Whately  long  ago  suggested)  be  extei 

even  further  than  Mr.  Walker  would  carry  it, —  extendec 

deed,  from  agricultural  land  to  all  the  instruments  of  pro 

tion,  as  well  as  to  the  varying  efficiencies  of  every  kin« 

human   labor.     In   this  sense,  the  whole  product   is  div 

between  rent  and  wages ;  between  what  can  be  produce( 

the  average  workman  at  the  margin  of  cultivation,  witl 

skill  or  capital,  and  what  is  actually  produced  in  each 

throughout   the   industrial   community  by   the   aid   of    I 

instruments,   and   skill   of  varying  superior  efficiency. 

loan  interest  received  by  a  mere  investing  capitalist  is  b 

part  of  the  excess  product  caused  by  the  use  of  that  cap 

the   balance   of   "economic   interest"   being  retained  by 

capitalist  entrepreneur, 

Sidney  Wi 
City  of  London  College. 
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TARIFF  ACTS  UNDER  THE  CONFEDERATION. 

The  activity  of  the  States  in  tarifE  legislation  from  the 
close  of  the  Revolution  to  the  adoption  of  the  Constitution 
is  greater  than  has  generally  been  supposed.  Pennsylvania 
passed  as  many  as  fifteen  acts,  including  supplements  and 
amendments,  from  1780  to  1788;  Massachusetts  seven,  New 
York  seven,  Virginia  twelve,  Maryland  seven,  and  Connecti- 
cut six  for  1784-85.  New  Hampshire,  Rhode  Island,  and 
New  Jersey  all  had  legislation  of  the  same  kind.  Whether 
Georgia,  the  Carolinas,  and  Delaware  passed  other  acts  than 
those  vesting  the  right  in  Congress  to  collect  a  five  per  cent, 
impost,  I  cannot  say  with  certainty.  The  field  of  investiga- 
tion is  a  considerable  one ;  and  accordingly,  in  dealing  with  it, 
I  puipose  first  to  examine  the  main  provisions  of  the  most 
important  acts,  and  then  to  ascertain  how  far  the  States  were 
influenced  in  the  passage  of  these  acts  by  ideas  of  protection. 

In  July,  1783,*  Massachusetts  laid  an  import  duty  for  the 
expressed  purpose  of  raising  a  revenue.  The  duties  were  all 
ad  valorem  and  of  two  grades:  — 

Nails,  looking-glasses,  glass,  and  earthen  ware  paid     ...      6  per  cent 
All  other  imports,  excei>t  hemp  and  salt,  paid Si  per  cent 

Goods  coming  in  from  other  States  were  subject  to  the  duty, 
if  of  foreign  growth  or  manufacture.  If  brought  in  by  land, 
the  duty  was  to  be  paid  to  the  collector  of  the  county  where 
the  goods  were  delivered ;  but  the  conductor  of  the  imports 
must,  on  entering  the  State,  make  oath  before  a  magistrate  that 
the  duty  would  be  paid  according  to  law,  and  confiscation  was 
the  penalty  for  evading  the  duty.  Imports  by  sea  could  not 
be  landed  without  a  permit  from  the  naval  officer. 

An  act  of  June,  1785,t  for  the  regulation  of  navigation 
begins :  ^  Whereas  it  becomes  expedient  and  necessary  for  this 
commonwealth  to  make  some  commercial  regolations  for  the 
encouragement  of  their  own  trade."  . . .  This  was  distinctly 
a  retaliatory  measure.  Exportation  in  British  vessels  was  pro- 
hibited on  pain  of  confiscation  of  the  vessel;  and  tonnage 

•Law  qf  ManaohwmtM,  toL  L  p.  It.      t  IbUL.,  toL  i.  p.  880. 
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AjAj  was  impoaed  on  fordgn  veaiaK  and  the  du^  on  goods 
imported  in  aooh  veaaelt  was  domUad. 

By  an  act  of  Jnly,  1786,*  Maaiachnaatta  took  a  fnrtlier  atop 
of  importanoe.  The  preamUe  reada,  ''It  ia  hl^bly  neeeaaarj 
for  the  weUkure  and  happiness  of  all  Stalea  to  onoonnga  agri- 
oaltiira»  the  improvement  of  raw  materiala,  nuui«factaraa»  and 
%  spirit  of  industry "  Spedfio  and  ad  Talorem  dutiea  wen 
Ittd,  the  latUff  being  divided  into  nx 
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kinds,  hone  gear,  and  eaipeti. 
beaTi  alei  portary  rmdy  wiada  doUdoa^  wooden  fnmltan^ 

and  raTilniiti  mitsfi*  woriL 

Some  of  the  artiolea  paying  q^edfio  dutiea  are  nn<dion»  axea^ 
aoythea,  ahovelai  hoeai  oaat-iron  ware,  and  Britiah  oordage, 
whioh  waa  ohaiged  doable  the  dnty  on  otiier  foreign  oordage* 
Molaaaea  waa  exempt.  All  theae  duties  were  in  addition  to 
the  existbg  dudes,  so  that  the  duty  on  some  srtioies  waa  high. 

In  November,  1785,t  an  act  was  passed  ''for  encoaraging 
the  manofaoture  of  loaf-sugar  in  this  oommonwealth."  The 
method  adopted  was  a  rather  startling  one,  oonsisting  ramply 
of  the  absolute  prohibition  of  the  importation  of  loaf-sugar 
under  penalty  of  forfeiture. 

One  year  later,  November,  1786,1  all  the  existing  duties 
were  abolished ;  and  a  new  system  was  adopted.  The  duties 
were  all  ad  valorem,  as  follows :  — 

15  per  cent  on  plated  ware,  silver  cutlery,  earthen  and  stone  ware, 

silks,  cotton  goods,  beef,  pork,  soap,  and  nails. 

10       ''       "     iron  and  everything  made  of  iron,  cordage,  cables,  and 

cutlery. 
6       "       "     everything  not  mentioned. 


There  was  to  be  a  duty  of  1  per  cent,  on  hemp,  to  be 
devoted  to  encouraging  the  raising  of  hemp  in  Massaohusetts. 


•  Law$  <^  Ma89aehuMeU9,  voL  L  p.  SOO. 
t/Md.,  VOL  L  p.  429.       tI&UL,roL  L  p. 696. 
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The  prohibition  of  certain  articles,  to  encourage  their  produc- 
tion at  home,  seems  to  have  grown  in  favor ;  for  a  clause  of 
this  act  reads:  — 

And  whereas  it  is  the  duty  of  every  people  blessed  with  a  fmitfol  soil, 
and  a  redundancy  of  raw  materials,  to  give  all  due  encouragement  to 
the  agriculture  and  manufactures  of  their  own  country, — therefore  be  it 
enacted  that  the  following  articles,  not  the  growth  or  manufacture  of  any 
of  the  United  States,  be  declared  to  be  contraband,  and  are  prohibited 
from  being  brought  into  this  State  on  pain  of  forfeiture. 

The  articles  prohibited  were  loaf-sugar,  hats  of  fur,  hair, 
or  wool,  boots  and  shoes,  vehicles,  harnesses,  scythes,  iron 
shovels,  hoes,  articles  of  dress,  porter,  beer,  ale,  butter,  cheese, 
linseed  oil,  candles,  wearing  apparel,  and  wooden  furniture. 
The  free  list  was  wool,  molasses,  dyestufiEs,  lead,  and  salt,  if 
imported  in  American  vessels.  This  act  ends  the  tariff  legis- 
lation of  Massachusetts. 

Pennsylvania  began  legislating  on  this  subject  as  early  as 
1780,  and  by  1788  had  passed  at  least  fifteen  acts.  Of  these, 
her  act  of  Sept.  20,  1785,*  proposes  '*'  to  encourage  and  protect 
the  manufactures  of  this  State  by  laying  additional  duties 
on  the  importation  of  certain  manufactures  which  interfere 
with  them."    The  preamble  states  in  substance  that^— 

Whereas  the  fabrics  and  manufactures  of  Europe  may  be  imported 
into  this  country  in  time  of  peace  at  cheaper  rates  than  they  can  be 
made  here,  yet  good  policy  and  regard  for  the  well-being  of  diyers  useful 
citizens  employed  in  the  making  of  goods  in  this  State  demand  that 
moderate  duties  be  hdd  on  imports  which  do  mostly  interfere  with  them, 
and  which  (if  no  relief  be  given)  will  undermine  and  destroy  useful 
manufactures  of  the  like  kind  in  this  country. 

The  duties  were  both  specific  and  ad  valorem,  without  ap- 
parent system.  Only  imports  of  foreign  growth  or  manufact- 
ure paid  the  duty.  Some  of  the  articles  taxed  were :  coaches, 
20/.  each ;  two-wheel  carriages,  101.  each ;  docks,  beer,  ale, 
porter,  soap,  and  candles ;  shoes,  2«.  per  pair ;  cotton  and  wool 
cards,  manufactured  leather,  paper,  10  per  cent,  ad  valorem ; 
cast  iron  and  steel,  wrought  copper,  brass,  slit  iron,  nail  rods, 

•  PeimtififKmia  OaaetU^  October  S,  1TB9;  Fmm$ifiwimia  Paeket,  September  SI, 
1TB9;  /ViimylwBiiia  Law  Book,  No.  S,  p.  44. 
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sheet  iron,  10  per  cent.;  hats,  cordage,  fixed  rigging, 
glaaa,  mm,  wine;  shipping  (save  of  those  coontries  I 
treaties  with  the  United  States),  7«.  M.  per  ton ;  sal 
per  cent. ;  and  an  additional  daty  of  5  per  cent,  ad  ▼! 
was  laid  on  the  importation  of  all  foreign  manofacto: 
refined  steel  or  iron.  The  last  act  passed  by  Pennsy 
was  in  March,  1788,*  ^to  encourage  and  protect  the  : 
factores  of  that  State." 

New  York  in  March,  1784,t  levied  duties  on  the  im; 
tion  of  goods  of  foreign  growth  or  manufacture.  The  1 
articles  paying  specific  duties  was:  rum,  ^cL  per  gaUon ; 
age,  4«.  per  cwt. ;  hollow  iron,  4«.  per  cwt. ;  scythes,  axei 
dies,  boots  and  shoes,  dressed  leather,  tea,  coffee,  and  wat 
and  articles  not  named  (except  cocoa,  raw  hides,  mo) 
coal,  bricks,  manufactured  tin  in  blocks)  were  to  pay  : 
valorem  duty  of  2^  per  cent.  Masters  of  vessels  mus^ 
under  oath  a  manifest  of  their  cargo  to  the  collector  of 
York  within  a  specified  time.  Bonds  might  be  givei 
three  months  as  payment  of  the  duties. 

By  an  act  of  November,  1784,1  these  duties  were  re' 
and  cordage  imported  from  any  of  the  United  States 
pay  the  duty.     In  March,  1785,§  it  was  proposed  "to  en 
age  the  importation  of  goods  into  this  State  in  vessels 
therein    and    owned    by   citizens   thereof."      According 
double  duty  was  imposed  on  goods  imported  in  British 
sels.     On   April   12,   1785,||    a  bounty  of   Ss.   per  cwt. 
granted  on  hemp  raised  within  the  State;  and,  "in  ord 
encourage  the  raising  of  hemp  and  the  manufacture  of  < 
age  and  linseed  oil,"  an  additional  duty  of  is,  per  cwt. 
laid  on  cordage,  of  2*.  per  cwt.  on  hemp,  and  of  Ad.  per  gj 
on  oil,  which  duty  was  to  go  to  the  payment  of  the  bount 
hemp. 

The  last  act  of  New  York  was  11  April,  1787.1  T 
were  specific  duties,  three  classes  of  ad  valorem  duties, 
a  free  list.     Articles  paying  specific  duties  were:   steel, 

*  Penntylvcuiia  Law  Book,  No.  3,  p.  968. 

t  Law  of  New  York,  session  7,  chap.  x.       x  Ibid.,  session  8,  chap.  vil. 

§  Ibid,,  chap.  xjExiT.        u  Ibid.,  chap.  LxviU.       %  Ibid.,  session  10,  chap.  In 
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per  pound ;  bar  iron,  4«.  per  owt. ;  iron  hollow  ware,  6s.  per 
cwt. ;  nail  rods,  4«. ;  cordage,  4«. ;  spikes,  nails,  molasses,  tea, 
coffee,  salt,  dressed  and  tanned  leather,  boots,  shoes,  etc. 
Ad  valorem  duties  were:  — 

7i  per  cent  on  hameMes,  olives,  pictures,  pewter,  tin,  blank  books, 

hats,  writing  paper,  and  china  ware. 
5      **     **       «    beef,  pork,  cheese,  butter,  soap,  candles,  and  anchors. 
2i    ''     "       **    all  non-enumerated  articles. 

Free  list,  raw  hides,  whale  oil,  mahogany,  wool,  cotton  wool, 
djewoods,  beaver  furs,  and  deer-skins. 

In  June,  1785,*  we  find  Rhode  Island  laying  duties  ^Uo 
encourage  the  manufactory  within  the  State  and  the  United 
States.''    Ad  valorem  duties  were :  — 

25  per  cent,  on  ready-made  garments,  canes,  toys,  etc 

20   «      «      «   paper,  tinware,  boots,  shoes,  saddles,  bridles,  wool  and 

cotton  cords,  whips,  and  gloves. 
10  ''      *'      "   tools,  muffs,  tippets,  ermine,  cordage,  lines,  candles, 

soap,  tobacco.  Jeweller's  ware,  beer,  and  porter. 

Specific  duties  on  axes,  scythes,  knives,  loaf-sugar,  hats,  iron 
hollow  ware,  dressed  and  tanned  leather,  cheese,  wrought 
silver  and  gold,  clocks,  watches,  and  wines. 

New  Hampshire  in  March,  1786,t  passed  an  act  declaring 
that  '^the  laying  of  duties  on  articles  of  the  produce  and 
manufactures  of  foreign  countries  will  not  only  produce  a 
considerable  revenue  to  the  State,  but  will  tend  to  encourage 
the  manufacturing  many  of  those  articles  in  the  same."  Ac- 
cordingly, ad  valorem  duties  were  laid  of  four  classes :  — 

16  per  cent,  on  Jewels,  wrought  gold,  brocades,  wron^t  iron,  nails, 

sugar,  linseed  oiL 
10    '*        ''      "    china  and  earthen  ware. 

5    "       "      ''    wines,  beer,  porter,  pitch,  tar,  turpentine. 

2i  ''       "      **    all  unenumerated  articles. 

In  June,  1786,1  an  act  to  encourage  the  manufacture  of 
linseed  oil  was  passed,  because  ^the  manufacturing  of  oil 
from  flaxseed  will  furnish  employment  for  poor  persons,  have 

•Pwuwylvoitia  OautU,  Angoft  24, 178S. 

iNmo  Hamp$htv  Lawi,  1776-80, p.  Itt.       XlMtL,  1786,  p.  196. 
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a  happy  inflaenoe  on  the  balance  of  trade,  and  greatl; 
tribute  to  the  wealth  of  the  good  snbjeets  of  this  State 
1787,*  an  act  ^  to  enooarage  the  erection  of  mills  for  al 
rolling,  and  plating  iron,  and  to  promote  the  manafaetm 
naila"  was  passed. 

The  object  of  the  first  impost  of  Virginia  was  to  i 
sapply  of  money  for  the  United  States.    This  was  in 
A  oniform  daty  of  2^  per  cent,  was  laid  on  goods  ^  booj 
any  resident  to  sell  again,  the  duty  to  be  paid  by  th 
chaser."    If  imported  for  private  consumption,  no  dutj 
be  paid.    GKx>d8  coming  from  other  States  were  subject 
duty.    If  coming  by  land,  the  importer  must  apply  to  th< 
of  the  county,  furnish  an  account  of  the  imports,  and  p 
duty.    Detectors  of  smuggling  received  compensation, — 
case  of  rum,  5«.  per  gallon.    The  penalty  for  evading  thi 
was  confiscation  of  the  goods.    Other  acts  were  pas 
1780,  J  1781,S  1782,1  1783,ir  1784,**  178e,tt  and  1787.« 
acts  differ  from  those  of  the  Northern  States  in  that  tl 
no  mention  of  encouragement  to  manufactures,  revenue 
the  object.    The  same  general  classes  of  articles  were  tai 
in  the  examples  given  above,  both  specific  and   ad  va 
duties  being  used. 

Maryland  also  made  no  mention  of  protection  or  of  pr 
ing  manufactures,  her  object  being  revenue.  The  rate  oi 
was  low,  and  the  specific  duties  few ;  but  it  is  not  nec< 
to  go  into  the  details  of  these  acts,  as  they  contain  no 
feature. 

The  same  may  be  said  of  Connecticut.  Though  severs 
were  passed,  no  real  difference  is  to  be  found  in  them.§§ 

Some  prominent  writers,  both  in  history  and  in  econo 
have  asserted   that  the  United   States  prior  to  1789 

*  Xew  Hampshire  Laws,  1786,  p.  200. 

t  Henning's  StatiU^  at  Large,  vol.  x.  p.  283. 

X  Ibid,       §  Ibid.,  vol.  X.  p.  409.        D  Ibid,  vol.  xi.  p.  122. 

5  Ibid,  vol.  xi.  p.  196.       ••  Ibid,  vol.  xl.  p.  4B0. 

ft  /Md.,  vol.  xii.  p.  289.       XX  Ibid,,  vol.  xli.  p.  304. 

$§  Acts  of  Maryland  were  in  1782, 1783, 1784, 1786;  of  Connecticat,  1784  am 
See  Laws  cf  Maryland,  chaps,  xlviii.,  xxvi.,  Ixxxiii.,  Ixxvi.,  Ixiv. ;  Law  qf 
nectictU,  1780-89,  pp.  270,  312,  322,  and  346. 
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strongly  imbued  with  the  priDoiples  of  free  trade;  that,  far 
from  havmg  any  wish  to  apply  protection,  they  had  little  idea 
of  that  term,  as  at  present  understood.  Bancroft  says  that 
^  in  America  as  yet  there  existed  no  system  of  restrictions. . . , 
The  States  had  so  steadily  resisted  the  British  Navigation  Acts 
that  the  desire  of  absolute  freedom  of  commerce  had  become 
a  part  of  their  nature  " ;  and  he  calls  the  Americans  a  ^  young 
people  which  solicited  free  trade.**  H.  C.  Adams,  too,  argues 
that  protection  was  ultimately  forced  on  the  country  against 
its  real  wishes  by  the  narrow  policy  of  England.  Facts  will 
not  sustain  this  view,  at  least  so  far  as  the  Northern  States 
are  concerned.  Massachusetts,  Pennsylvania,  New  York,  New 
Hampshire,  and  Rhode  Island  all  passed  acts  the  purpose  of 
which  was  protection  just  as  truly  as  that  of  any  acts  passed 
since,  though  of  course  they  were  not  so  effective.  These 
acts  expressly  stated  that  they  were  to  encourage  and  protect 
manufactures  and  agriculture.  The  only  difference  between 
them  and  the  acts  of  later  date  is  that  the  duties  were  not  so 
high, —  the  result  of  inexperience.  The  act  of  July,  1785,  by 
Massachusetts,  raised  the  duties  on  beer,  ale,  porter,  furnit- 
ure, ready-made  clothing,  to  25  per  cent,  ad  valorem ;  nails  to 
15  per  cent.;  leather,  VZ^  per  cent.;  and  the  specific  duties 
correspondingly.  This  act  is  not  much  outdone  by  the  act 
of  1816. 

But  it  was  not  in  the  legklatures  alone  that  protection  was 
understood.  It  was  a  subject  freely  discussed  in  the  news- 
papers of  the  day.  In  a  letter  signed  **  Friend  to  Commerce," 
in  the  Ind^>enderU  Chranide  (Boston)  of  August  12, 1784,  ^  the 
necessity  of  promoting  our  manufactures,  of  encouraging  our 
agriculture,  and  of  bringing  forward  our  internal  resources,'' 
is  examined.  The  writer  held  that  woollens,  linens,  cloths, 
and  hosiery  might,  by  proper  encouragement,  be  made  among 
ourselves.  He  would  encourage  them  ^  either  by  bounties  or 
by  putting  it  out  of  the  power  of  the  importer,  by  duties  on 
their  importation,  to  disturb  or  injure  the  manufacture."  Dur- 
ing the  war,  he  said  Massachusetts  had  manufactured  all  cloth- 
ing used  in  the  State,  and  that  a  start  had  been  given ;  but 
now  the  supply  of  imported  articles  discouraged  these  young 
manufactures,  which,  **had  no  such  importations  taken  place 
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and  the  demand  for  oar  manafactores  become  general, 
aoon  have  furnished  us  equally  on  as  good  terms  as 
importations."  The  duty  on  goods  that  might  be  mm 
^  ought  to  be  so  high  as  effectually  to  destroy  their  ii 
tions.**  The  next  assembly  **  ought  to  devote  themac 
the  promotion  of  onr  manufactures  by  laying  heavy 
on  such  articles  as  can  be  and  are  manufactured  amo 
This  is  a  pretty  good  statement  of  the  young  industr 
ment. 

In  the  same  paper,  March  31, 1785,  a  letter  is  addn 
the  voters  of  the  State,  exhorting  them  to  vote  only  f< 
who  were  in  favor  of  laying  duties  to  protect  and  b 
manufactures.  Again,  April  14,  1785,  a  letter  advi 
**  prohibition  of  the  importation  of  articles  easily  manuf 
among  us,**  and  that  **  every  branch  of  manofactui 
trade  should  meet  the  encouragement  necessary  for  : 
port."  At  a  meeting  of  the  tradesmen  and  manufacti 
Boston,  April,  1785,  it  was  resolved  '^that  a  petition  ] 
to  the  next  legislature,  praying  that  such  duties  may  be 
foreign  importations  of  all  articles  usually  made  here 
prevent  their  being  brought  among  us  to  the  injury  < 
individuals  as  are  now  in  those  manufactures."*  If ,  n 
compare  the  dates  of  this  agitation  with  the  dates  of  tl 
cipal  acts  of  Massachusetts,  we  see  at  once  that  the  ac 
the  result  of  protectionist  agitation  by  the  people. 

In  Pennsylvania,  also,  there  was  a  popular  mo 
towards  protection.  The  papers  contain  discussions  of 
there  were  numerous  petitions  to  the  legislature.  In 
committee  of  merchants  of  Philadelphia  petitioned  for 
protection.  The  committee  of  the  House,  to  whom  t 
morial  was  referred,  reported :  — 

That  three  hundred  tons  of  nails  have  been  imported  into  tl 
within  a  year,  worth  19,000i.  ;  and  that  with  proper  encourages 
whole  quantity  necessar}^  for  the  consumption  of  the  State  may 
here  ;  that  with  bar  iron  it  appears  a  sufficient  quantity  may  be 
this  State  for  its  use  and  for  exportation,  but  tliat  by  the  large  1 
tions  lately  made  the  price  is  so  much  reduced  as  to  disable  the 
of  forges  to  go  on  with  their  business.     Your  committee,  howeve 

*  Independent  Chronicle,  May  12, 1786. 
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ing  bar  iron  as  necessary  to  the  agricultnre  and  manufactures  of  the  State, 
are  doubtful  of  the  propriety  of  imposing  a  tax  on  its  importation  now.* 

Accordingly,  the  tax  on  nails  was  raised,  while  no  tax  was 
imposed  on  the  bar  iron.  In  this  decision,  the  committee 
showed  a  keener  knowledge  of  how  protection  should  be  ap- 
plied than  has  been  shown  by  the  framers  of  some  of  our  more 
modem  acts.  They  saw  a  tax  on  bar  iron  would  be  prejudi- 
cial to  manufacturers  generally,  and  would,  by  nullifying  the 
effects  of  duties  on  manufactures,  thwart  the  object  of  protec- 
tion. In  1824  and  1828,  we  have  seen  a  tax  laid  for  the  pur- 
pose of  protecting  woollen  manufactures  rendered  useless  by 
another  tax  on  wool.  And  during  and  since  the  war  of  1861 
we  have  seen  to  what  evils  and  needless  complications  the 
compensating  process  has  led. 

From  all  this,  it  is  clear  enough  that  the  States  sought  pro- 
tection for  the  sake  of  building  up  manufactures.  It  was  nat- 
ural that  they  should.  To  suppose  that  they  had  any  special 
predilection  for  free  trade,  at  a  time  when  restriction  was  the 
policy  of  the  world,  and  while  the  mercantile  system  had  not 
yet  lost  its  grip  save  among  a  few  economists,  is  to  suppose 
them  far  ahead  of  the  times. 

Nor  would  their  policy  have  been  different  if  England  bad 
practised  perfect  reciprocity  with  them  at  the  beginning. 
What  led  to  the  imposition  of  protective  duties  was  the  great 
flood  of  imports  from  Europe  after  1783.  The  people,  not 
understanding  the  working  of  international  trade,  supposed 
they  would  lose  all  their  specie  and  become  bankrupt.!  They 
saw,  too,  the  effect  on  their  struggling  manufactures ;  and  their 
patriotism  was  aroused.  They  were  determined  to  keep  what 
money  was  already  in  the  country.  Now,  these  conditions 
would  not  have  been  changed  if  England  had  had  free  trade. 
She  had  an  industrial  advantage ;  and,  in  any  case,  these  vast 
importations  would  have  come  in,  so  that  the  real  grievance 
would  have  been  present.  No  doubt,  the  fact  that  England 
placed  restrictions  on  American  vessels  aggravated  the  trouble ; 
but  it  was  by  no  means  a  primary  cause. 

M.  E.  Ekllbt. 

•  Ptnnaylvania  OaxeUe^  Febnutry  1  and  IS,  1786. 

t  In  an  act  of  MaMachtiaetts,  a  redaction  of  10  per  cent,  of  the  dnty  was  allowed 
when  the  specie  for  the  payment  of  the  duty  was  imported  with  the  gooda.  Xotra 
€f  Miu$aeh(UMU$,  toI.  L  p.  006. 
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NOTES  ON  EARLY  BANKING  SCHEMES. 

The  establishment  of  the  Bank  of  England  in  16949  m 
abortiye  Land  Bank  of  1696,  were  the  results  of  a  disc 
which  had  left  its  traces  in  projects  and  pamphlets  sd 
oyer  a  oentary.  The  following  notes  of  a  series  of  b 
schemes  will  show  how  the  English  mind  was  long  atl 
on  the  one  hand  by  the  saccessfnl  operation  of  deposit 
ing  in  Venice  and  Amsterdam,  and  on  the  other  by  th 
of  devising  some  means  for  using  landed  security  as  th 
of  banking  credit. 

In  Price's  Handbook  of  London  Bankers  (p.  142)  h 
in  full  the  petition  of  Christopher  Hagenbuck  and  his  p) 
in  November,  1581,*  representing  that  he  has  found  a 
institute  an  office  into  which  much  money  shall  entei 
year  without  expense,  so  that  her  Majesty  can  have  t 
of  any  needful  sum,  the  country  be  kept  in  abundam 
usury  stopped.  The  petitioner  proposes  to  explain  hi 
on  condition  that  he  shall  have  for  twenty  years  six  p( 
on  the  gross  sum  received  by  the  office.  The  queen  ag] 
allow  four  per  cent,  by  a  grant  under  the  Great  Seal,  ba 
ing  further  appears  to  have  been  done. 

Ilagenbuck's  petition  is  in  Italian,  and  he  is  himself 
of  as  "an  Italian"  (p.  147).  The  petition  is  dated  jus 
years  prior  to  the  decree  of  the  Venetian  Senate  estab 
the  "Banco  della  Piazza  de  Rialto,"  at  a  time  when 
banking  had  shown  its  advantages  and  its  dangers,  an< 
the  debate  :is  to  the  substitution  of  a  public  bank  had  pi 
begun  in  Venice.  It  is  not  unlikely,  then,  that  Hag 
proposed  to  import  into  England  an  idea  which  had  1 
familiar  to  him  from  Venetian  experience. 

Price  also  gives  {Handbook^  p.  145),  a  series  of  papen 
date  of  May,  1622,t  in  which  it  is  proposed  that  a  bank 
be  established,  under  the  charge  of  a  commission  of  mer 
where  the  king  should  receive  and  make  his  paymen 

*This  is  entered  by  title  in  Calendar  of  StdU  PaperB^  DomestUi,  1581- 

t  These  papem,  numbered  29,  30,  31,  and  32  are  described  in  Calmuiair 
Papers,  Domestic,  161^1623,  p.  386,  where  No8.  29,  30,  and  32  are  said  to  1 
Robert  Heath,  then  Solicitor-General. 
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merchants  be  inyited  to  leave  their  money,  and  where  ''all 
payments  of  20/.  and  above  shall  be  made,  and  only  an  entry 
made  ther  of  the  payment." 

They  which  receave  ther  mony  at  the  Bank  shal  be  at  ther  owne  lib- 
ertye,  eath'  to  carry  it  away,  or  to  leave  it  ther  for  ther  owne  nae  at  ther 
need  :  If  they  leave  it  ther  they  shall  by  way  of  assignation  pay  it  over, 
only  by  entring  it  in  the  Bank,  which  shall  goe  as  an  actoall  payment, 
A  soe  a  100/  may  be  assigned  fro  ma  to  man  to  serve  for  payment  of 
tenn  severall  100'^'^  or  more.  . .  . 

The  examples  of  oth'  states  might  teach  ns  the  nse  of  this  Bank, 
especially  of  the  Venetians  A  other  places  in  Italje. 

Other  references  are  made  in  these  papers  to  the  example 
of  Venice.  No  action  appears  to  have  been  taken  on  the 
scheme  of  1622. 

Under  the  Commonwealth,  W.  Potter  published  :  — 

The  Key  to  Wealth ;  folio,  84  pp. 
The  7Vad«sman's  Jewell ;  small  4to,  16  pp. 

Eseay  upon  a  Bank  qf  Lands  to  be  erected  thronghont  the  common- 
wealth ;  small  4to,  6  pp. 
Humble  Proposals;  small  4to,  16  pp.     1661.* 

The  JTey  to  Wealth  is  a  prolix  discassion,  of  which  the 
effect  is  seen  in  the  proposition  (p.  14)  ^that  an  encrease 
of  money  cannot  possibly  occasion  an  encrease  in  the  price  of 
commodities  (or  any  other  Inconveniences)  bnt  by  increasing 
the  sale  of  Commodities.''  Anything  else,  the  anthor  argues 
(p.  38),  which  would  give  as  good  security  for  obtaining  com- 
modities at  pleasure,  would  be  as  good  as  money ;  and  so  (p. 
45)  bills  might  be  issued  by  a  company  of  tradesmen  by  consent, 
who  should  bind  themselves  each  to  the  other  to  receive  and 
make  the  bills  good.  The  TVcuiesman^s  JeweQ  suggests  that 
the  bills  should  be  paid  within  six  months  after  demand,  and 
points  out  that  estates  would  rise  from  quick  trading  with  bills, 
and  become  greater  security, — 

Whereby  to  borrow  more  Bills  to  the  doabling  of  such  increase,  and 
so  ad  ii\finitum, 

•  My  note  of  the  fnU  titles  of  Potter's  pamphlets  is  mislaid.  For  the  TVcKfet- 
«Mm*«  JmoeU,  see  McCalloch's  LiUratun  qf  FolUioal  Econam&y,  109.  The  Ksy 
to  Wsatth  and  Tradssnum's  JtwM  are  both  referred  to  in  the  BumbU  FroposaUs, 
and  are  therefore  as  early  as  1661. 
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Now  dib  peipetwd  doobUng  tlM  Inewae  of  tfaflfr  stoek  Is  of  ao  poift 
eonotnmmif  m  thoai^  man't  Tkmdlng  dMNild  be  but  oidiiuury;  jt/t  It 
wm  mln  an  Eitale  of  lOOOL  to  amoanft  In  40  yvus  to  800  mlDloiit . . . 
•ad,  by  eonaeqiHiioe,  ti  would  makt  tlM  people  of  tlilB  Natloii  to  be 
wortb  In  40  yeen  (tbe  Worid  mffoidlng  bvt  CoauBodlt^  cnoi^  for 
MoD^y)  fire  bandied  thouendttmee  mora  then  now  thogrnra;  thntle^lw 

poondiy  end  io  of  otben  propofttoneUy. 

In  hie  JIumbb  Prcpo^ak^  the  nathor  makes  the  pxvgnaat 
eoggeetion  that  obatraotione  in  law  to  tranaferring  billa  be 
remoTod,  "to  wUoh  pnrpoee  there  ie  a  Petition  it  aeema 
alreadj  preeented";  and,  in  the  Suay^  he  makes  s  diatinet 
propoeition  for  a  land  bank,  of  which  thia  ia  a  anmmary :  -— 

1.  That  100  plaeae  be  appointed  for  paymonti  to  be  made,  etc. 

S.  That  an  payments  abofo  lOL  or  lOL  be  required  to  be  w»Mt  In 
Bank  credit 

8.  That  then  be  no  way  to  lalee  thle  credit  In  Bank  Init  by  the  mort- 
gaging of  land  at  0  per  oent 

Bettdee  giving  landed  men  credit  at  two  per  oent.  (?)  and 
a  large  roTenne  to  the  pablio,  thia  would  avoid  ^  all  danger  of 
eurpriae  (aa  lately  in  HoUand)^  there  being  (by  the  law  of  the 
Bank)  no  money  to  rest  there.** 

Of  very  different  character  is  the  following :  — 

Seawnahle  OhieroatumB  Humbly  offered  to  his  Highness  the  Loid 
Protector.  By  Samuel  Lambe,  of  Limd<m^  Merchant.  Printed 
at  the  Aathor's  charge  for  the  Use  and  Benefit  of  the  TCwgHth 
Nation,  and  to  be  considered  of  and  put  in  execution  as  the  Hidi 
Court  of  Parliament,  in  their  great  Wisc^oms  shall  tMnV  meet 
Jan  27,  1659.* 

Having  in  mind  the  rivalry  of  the  Dutch,  Lambe  finda  a 
bank  the  best  means  of  coping  with  them :  — 

A  bank  is  a  certain  Number  of  sufficient  Men  of  Estates  and  Credit 
joined  together  in  a  joint  Stock,  heing,  as  it  were,  the  generml  Cash- 
keepers  or  Treasurers  of  that  Place  where  they  are  settled,  letting  out 
imaginary  Money  at  Interest  at  2  and  i  or  3^  per  Cent  to  Tradesmen,  or 
others,  that  agree  with  them  for  the  same,  and  making  Payment  thereof 
by  Assignation,  and  passing  each  Man's  Account  from  one  to  another 
with  much  Facility  and  Ease,  and  saving  much  Trouble  in  receiTing  and 
pa3ring  of  Money,  besides  many  Suits  in  Law  and  other  Losses  and  In- 
conveniences which  do  much  hinder  Trade. 

•  Beprlnted  in  the  Soin§n  TnuU,  iL  104,  or  in  Scott's  edition,  U.  Ms. 
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He  proposes  that  the  management  of  the  bank  should  be 
given  to  merchants  chosen  by  the  great  trading  companies  of 
London,  like  the  East  India,  the  Turkey,  and  the  Muscovy 
Companies. 

That  all  be  at  Liberty  to  bring  in  any  Money  into  Bank  or  not,  and  if 
any  that  have  Money  there,  desire  to  have  it  again  in  Kind,  should  have 
it  at  Demand.  .  .  . 

That  they  let  out  imaginary  Money  or  Credit,  upon  Ticket,  at  2i  and 
82.  per  cent,  at  the  most. 

That  all  Bills  of  Exchange  be  received  and  paid  in  Bank. 

That  the  Profits  of  the  Bank  go  to  the  good  Men  that  manage  the 
same,  in  lieu  of  their  great  Care  and  Pains,  and  defra3ring  Bank  Charges, 
and  Officers'  Salaries,  or  so  much  as  shall  be  thought  fitting  to  be  re- 
served towards  the  Increase  of  the  Stock;  and  as  the  Bank  increaseth 
in  Credit,  so  the  Reservation  to  increase  to  augment  the  Stock,  but  the 
Stock  always  to  remain  whole  and  intire. 

Lambe  was  satisfied  that  such  a  bank  would  so  encourage 
trade  and  be  so  convenient  that  others  would  soon  be  called 
for  at  Edinburgh,  Dublin,  York,  Bristol,  and  Exeter,  ^  for  the 
Furtherance  of  Trade,  by  holding  Correspondence  with  each 
other,  than  which  I  do  not  apprehend  or  Imow  any  way  better 
to  equal  the  Dutch  in  Trade,  both  at  home  and  abroad.'' 

Next,  we  have, — 

An  Expedient  far  taking  away  all  ImpottUians  and  for  Raising  a 
Revenue  without  Taxes,  by  Francis  Cradocke.  London,  1660. 
12  pp.    4to. 

Also, 

Wealth  Discovered:  Or,  an  essay  upon  a  late  expedient  Ac,  by 
F.  C.    London,  1661.    pp.  viii  44.    4to. 

In  the  former  of  these  pamphlets,  which  is  addressed  to 
Charles  II.,  the  author  gives,  with  little  change,  the  definition 
of  a  bank  already  cited  from  Lambe,  and  then  states  his  own 
plan,  which  is  somewhat  elaborated  in  Wealth  Discovered. 
He  proposes  to  divide  the  kingdom  into  100  registry  dis- 
tricts, and  to  make  the  registration  of  titles  and  convey- 
ances of  real  estate  compulsory;  then  to  establish  a  bank, 
which  shall  lend  its  credit  upon  deposit  of  goods  or  pledge  of 
lands ;  this  credit  to  be  by  law  ''  as  undeniably  current  in  pay- 
ment" of  debts  or  for  goods  as  gold  or  silver,  and  to  be  given 
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oat  at  three  per  cent. ;  but  money  not  to  be  drawn  froB 
bank. 

Now  that  such  credit  is  as  good  as  Money  wiU  appear,  if  it  I 
served,  that  Money  itself  is  notliing  else  but  a  kind  of  secnrity  ^ 
men  receive  upon  parting  with  their  Commodities,  on  a  ground  ol 
or  assurance  that  they  shall  be  repayed  in  some  other  Commodity : 
no  man  would  either  sell  or  part  with  any  for  the  best  Money,  1 
hopes  thereby  to  procure  some  other  Commodity  or  Necessity,    (p. 

The  bank  crediti  he  thinks,  will  not  raise  the  piioes  of 
modities,  for  they  can  be  imported,  but  will   raise  land 
lower  interest.     Cradooke  says  that  the  books  which  h 
seen  on  banks  are  Malynes,  Xese  MerccUaria^  Lewis  Bo 
Mappe  of  Commerce^*  Henry  Robertson  [«ic],  JVcM 
erecMe^t  and  Lambe,  SeoBonable  Ob^ervoHans.    But  all 
he  finds  merely  encourage  imitation  of  other  countries  wi 
proposing  increase  of  reyenue,  whereas  by  his  bank  he 
putes  that  the  public  would  gain  a  revenue  upon  loans  o 
730,000  with  little  expense.    He  notices  Potter,  and  t 
him  an  ingenious  person,  and  refers  to  '^  the  shops  of  Jam 
Street  (which  are  banks  In  effect).^    That  his  bank  shoi 
erected  without  the  use  of  money  he  finds  to  be  an  advai 
for  gold  and  silver  have  their  dangers,  and  so  have 
which  are  based  on  them,  whereas  land  can  be  made  to  a 
much  better. 

In  WecUth  Discovered  it  is  stated  that  April  12,  1661 
dockets  plan  was  referred  to  the  Council  for  consideratioi 
added  to  the  Council  are  Francis  Cradocke,  William  < 
phin,  George  Monk,  Samuel  Hartlib,  Henry  Ford,  Sir 
Leare,  Sir  William  Petty;  but  the  matter  appears  t< 
gone  no  farther.} 

*  Levis  Roberts,  The  Mere?iant*§  Mappe  of  CcfmimeToe^  wherein  the  C 
Manner  and  Matter  of  Trade  is  compendiously  handled.    London,  1688.    F 

t  Henry  Robinson,  BngUind^e  Safety  in  Trade' »  Inoreaee.    London  U 

|In  the  CcUendar  qf  State  Papen,  Domeetiei  1061-62,  p.  78,  under 
August,  1661,  note  is  made  of  a  brief  description  by  Sir  B.  Gerbier  d'Oi 
**  a  Bank  of  Exchange  as  very  beneficial. ...  To  make  the  credit  of  Eng] 
chants  equal  to  that  of  foreign,  there  should  be  a  bank,  with  a  large  stoc 
fitting  goTcmors,  such  as  to  remove  all  jealousy  of  its  falling  into  the '. 
those  who  hold  the  militia,  with  a  coinage  of  its  own,  called  bank  moi 
ability  to  lend  on  real  estate."  Sir  Balthasar  Gerbier  probably  made  thi 
sition  as  the  result  of  his  sojourn  in  the  Netherlands  during  the  Common 
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In  a  postscript,  Cradooke  explains  to  his  readers  that  he  is 
the  soD|  not  of  Cradocke  the  preacher  to  Cromwell^  but  of  an- 
other of  that  name  who  lived  ^  about  seventeen  years  since " 
in  Somersetshire,  near  Glastonbary,  had  an  estate  of  500/.  per 
year,  and  lost  his  life  in  the  service  of  the  king.  He  also 
makes  a  reference  to  his  present  ^  short  stay  in  England." 

The  impression  produced  by  the  saocess  of  the  Bank  of 
Venice  appears  strongly  in  the  pamphlets  of  Matthew  Lewis, 
published  in  1677  and  1678 :  — 

ProposaU  to  increase  Traide  And  to  Advance  Mb  MajestU^B  Bete- 

nue  without  any  hazard  or  charge  to  anybody,  and  with  apparent 

profit  to  everybody.    By  M.  Lewis.    London,  printed  for  Henry 

Million  at  the  Sign  of  the  Bible  in  Fleet  Street.    MDCLXXVIL 
16  pp. 

This  pamphlet  proposes  the  establishment  of  an  office  with 
warehouses,  where  advances  in  bills  of  credit  may  be  made 
upon  goods  for  not  exceeding  twelve  months,  the  bills  to  be 
exchanged  [discounted?]  by  the  office,  if  desired, ** into  Money 
at  four  per  cent.''  The  example  of  Venice  is  more  than  once 
referred  to;  as,  e.g.  (p.  12),  ^Men  desire  Credit  at  Venice 
(though  never  answered  out  of  the  Bank  in  specie)  rather  than 
Money;  because  it  is  more  safe  and  more  transferrable  than 
Money .**  Of  the  moderate  chai^  to  borrowers,  the  author 
says  that  ^this  is  nothing  like  the  borrowing  Money  to  the 
Scrivener,  where  the  Security  is  usually  sealed  at  a  Tavern, 
and  the  Borrower  pays  the  Reckoning." 

FropoeaU  to  the  King  and  Parliament  how  this  Tax  of  one  hundred 
and  sixty  thousand  pounds,  per  Moneth,  may  be  raised,  by  a 
Monethly  Tax,  for  one  Year,  without  any  Charge  to  any  particular 
person,  and  with  great  advantage  to  the  whole  Nation.  This  may 
be  done,  by  setting  up  Banks  here,  like  the  Bank  at  Venice.  By 
If.  LewiBf  D.D.    London.    Printed  in  the  Year  16T7.    7  pp.    8vo. 

Of  this  pamphlet,  nearly  half  is  taken  up  with  an  account 
of  the  Bank  of  Venice,  apparently  resting  on  the  authority  of 
^  my  Intelligencer,'*  but  sustainable  by  ^  several  Venetian  Mer- 
chants, that  have  lived  many  years  upon  the  place,  and  made 
it  their  business  to  understand  the  nature  and  constitution  of 
this  Bank,  called,  Banco  de  al  gero  ;  A  Bnnk  of  transferring 
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The  writer's  plan  is  that  a  tax  of  £160,000  per  month  sho 
be  laid  for  one  year ;  that  banks  in  every  ooontry  town  aha 
receive  the  money,  and  that  the  tax-payers  shoold  receive  b 
of  credit  in  exchange,  these  bills  to  be  made  current  moo 
and  Parliament  to  pledge  its  faith  that  money  should  be  nub 
in  specie  to  answer  the  bills,  ^if  ever  it  be  desired."  1 
case  of  Venice  is  relied  upon  to  show  that,  while  the  govt 
ment  could  thus  have  the  use  of  the  money  obtained  by  I 
levy,  its  credit  would  be  a  practical  and  advantageous  sol 
tute,  saving  the  tax-payers  from  any  inconvenience. 

In  the  next  year,  the  indefatigable  author  produced  i 
more  pamphlets,  of  which  the  first  is  the  best  known  of 
series: — 

Proposals  to  the  King  and  Parliamenty  or  a  large  Model  qf  a  A 
Shewing  how  a  Fond  of  a  Bank  may  he  made  without  much  ch 
or  any  hazard,  that  may  give  out  Bills  of  Credit  to  a  vast  ezl 
that  all  Europe  will  accept  of,  rather  than  Money.  Togc 
with  some  general  proposals  in  order  to  an  Act  of  Parliamem 
the  establishing  this  Bank.  Also  many  of  the  great  advanl 
that  will  accrue  to  the  Nation,  to  the  Crown,  and  to  the  Pe 
are  mentioned,  with  an  answer  to  the  Objections,  that  ma 
made  against  it  By  M.  L.  D.D.  London.  Printed  for  JS 
Million  at  the  sign  of  the  Bible  in  Fleet  Street  1678.    pp.  48. 

The   author   here   proposes   that  no  payments  of   lOOi 
upward   should  be  good  in  law,  unless  made  in  bank ;  that 
bank   should  lend  upon  either  personal  or  real  security, 
should  be  wary  at  first  in  giving  out  credit  except  for  mo: 
that  it  should  be  empowered  to  buy  lands  and  ships,  to  se 
"a  lomber,"  and  to  engross  the  stock  of  tin  and  make  it 
money  or  ingots  to  be  money  at  the  market  price.     That  j 
security  may  be  had  for  loans,  he  proposes  that  the  regi 
tion  of  ships,  houses,  and  lands  should  be  authorized,  all 
verse  claims  to  be  barred,  if  not  brought  in  within  six  mo 
after  notice  given  of  registration.     The  advantages  of  r 
tration  are  discussed  incidentally;  and  it  is  complained 
estates  are  settled  privately  and  titles  made  uncertain,  so 
land  formerly  worth  twenty  years'  purchase  or  more  is  ! 
above  sixteen,  though  interest  is  at  six  per  cent. 

Lewis  enlarges  on  the  case  of  the  Bank  of  Venice,  whid 
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says,  sprang  from  the  dishonesty  of  bankers.  **  The  Bankers 
at  Venice  did  just  as  our  Bankers  have  done  here,  they  got 
Men's  money  into  their  hands  at  Interest "  and  lent  it  to  in- 
solvents or  ^laid  it  oat  in  desperate  cases  as  oar  Bankers 
did'';  they  broke  and  fled  from  the  territories  **a8  ours  do 
into  the  .King*$  Bench,^  The  State  therefore  set  up  the  bank, 
which  he  believes  to  be  ^  a  perfect  Credit  Bank  and  its  Fund 
a  meer  imaginary  thing,"  and  yet  ^credit  in  Bank  is  more 
safe,  more  portable,  and  more  transferable  than  money  in 
specie^  and  so  of  greater  value,  as  Gold  is  better  than  Silver." 
On  the  difference  in  rate  between  bank  credit  and  currency, 
both  at  Venice  and  Amsterdam,  he  dwells  at  some  length, 
returning,  however,  to  the  above  explanation. 

A  Short  Model  qf  a  Bank  Shewing  how  a  Bank  may  be  erected 
without  much  trouble,  and  without  any  charge  or  haxard  to  any 
body,  and  with  apparent  profit  to  every  body,  except  Theeves, 
Brokers,  and  griping  UsurerB,  which  Bank  will  be  able  to  give  out 
Billg  of  Credit  to  a  vast  extent  that  all  persons  will  accept  of 
rather  than  Money.  By  M.  Lewis,  D.D.  [No  place  or  date.] 
8  pp. 

This  pamphlet  refers  the  reader  to  **  a  larger  discourse  of 
this  Model  at  Mr.  Million's,"  and  then  gives  a  summary  as  fol- 
lows:— 

The  Epitome  of  this  Compendium  is,  when  the  Nation  is  divided  into 
Precincts,  erect  an  Office  In  each  Precinct  to  return  Money. 

Order  all  greater  Payments  to  be  made  at  these  Offices,  where  any 
person  may  leave  his  Money  without  Interest,  and  take  a  Bill  of  Credit 
for  it  of  the  Office,  which  shall  be  made  transferrable. 

That  the  Bill  of  Credit  may  be  currant;  let  the  whole  Precinct  be 
obliged  to  make  good  the  acts  of  their  Office,  as  In  case  of  Robbing. 

That  the  Precinct  may  not  be  damnified,  let  them  choose  their  own 
Officers,  who  shall  give  security  to  them. 

They  shall  also  choose  four  and  twenty  substantial  persons  to  meet 
once  a  Month  to  supervise  their  stated  Officers. 

These  foar  and  twenty  shall  dispense  Money  lying  dead  in  the  Office, 
as  oft  as  they  please. 

Much  of  the  running  cash  of  the  Nation  will  In  a  little  time  pass 
through  these  offices,  and  all  that  can  will  leave  it  there,  and  take  a  Bill 
of  Credit  of  the  Office :  because  this  Bill  of  Credit  will  be  more  safe, 
more  portable,  more  transferable,  and  so  of  greater  value  than  Money, 
as  Gold  is  (for  these  reasons)  better  than  Silver. 
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Hence  these  Offices  will  have  a  rmst  Credit,  which  ii  eqnlTmlent  t 
much  Money  in  specie,  and  may  do  whatever  any  can  do,  that  ha^ 
inexhaustible  treasore. 

To  these  notes  the  better  known  schemes  of  Briscoe 

Chamberlayne  are  the  proper  sequel ;  but  it  is  unnecessar 

pursae  the  sabject    Before  the  close  of  the  seyenteenth  < 

tary,  the  rise  of  private  banking  had  done  mach  to  clear 

public  mind,  the  land  bank  scheme  was  sanctioned   onl] 

modified  form,  and  the  establishment  of  the  Bank  of  Engl 

had  come  about  as  the  natand  result  of  experience  and 

final  prevalence  of  sound  ideas. 

Chablxs  F.  Dum 


A  LETTER  BY  HENRY  CLAY. 

Among  the  papers  of  the  late  Benjamin  W.  Crowninah 
are  letters  from  Henry  Clay,  one  of  which  we  print  herevi 
Mr.  Crowninshield  was  Secretary  of  the  Navy  between  ] 
and  1818,  and  was  representative  in  Congress  from  the  Bi 
district  of  Massachusetts  between  1826  and  1831.  The  le 
has  been  put  at  our  disposal  through  the  courtesy  of 
Benjamin  W.  Crowninshield,  the  present  representative  of 
family.  It  will  be  seen  that  it  throws  light  on  the  polit 
situation  in  the  early  part  of  1827,  and  more  especially  on 
part  which  Clay  played  in  the  tariff  agitation  of  that  tj 
In  the  article  on  "The  Tariff  of  1828,"  which  was  printe< 
the  Political  Science  Quarterly  for  March,  1888,  it  is  suggei 
(at  page  28)  that  the  demonstration  in  favor  of  higher  dui 
which  led  to  the  Harrisburg  Convention  of  1827  and  wsi 
important  factor  in  bringing  about  the  tariff  act  of  1828, 
probably  not  a  political  manoeuvre  got  up  by  the  partisan 
President  John  Quincy  Adams.  This  letter  turns  the  pi 
ability  the  other  way :  it  might  fairly  be  inferred  from  it  i 
the  Adams  men  were  stirring  up  the  tariff  agitation,  and  v 
trying  to  bring  it  to  bear  in  favor  of  their  candidate. 

(Private.)  Washikotok,  18  Mar.,  If 

My  dear  5ir, —  I  was  sorry  to  learn  from  your  favor  of  the  Uth 
that  you  are  indisposed  ;  and  I  hope  your  health  will  be  soon  restc 
If  you  will  go  to  my  friend  Chapman,  he  will  cure  by  no  other  ren 
than  that  of  agreeable  conversation. 


NOTES  AND  MEMORANDA  491 

I  regret  that  Mr.  BinnB*  is  not  given  all  the  public  printing  in 
Philad*.  Bnt  I  have  done  all  that  I  could.  With  the  P.  Off.  depart- 
ment I  cannot  interfere,  for  reasons  that  must  at  once  strike  you.  You 
must  address  your  efforts  to  the  President,  to  whom  I  have  said  all  that 
was  proper  for  me. 

I  am  glad  to  hear  to  favorably  of  Penn*.  My  own  information  from 
other  quarters  corresponds  with  it  Still,  that  which  has  been  so  long 
wanted  is  still  wanted, —  firmness  and  boldness  to  avow  opinions  which 
are  entertained.  That  want  creates  our  only  danger.  I  have  sketched 
a  plan  of  coK>peration,  which  I  enclose  for  your  consideration.t  Be 
pleased  to  copy  it  in  a  fair  hand.  If  the  first  movement  takes  place  in 
Philad*,  no  pains  should  be  spared  to  make  it  numerous,  reputable, 
and  imposing.  Let  all  persons  (friends  of  D.  M.  I.  L  and  the  Admin.|), 
without  regard  to  party  denominations  heretofore  existing,  be  brought 
out  Let  Ch.  Justice  Tilghman  or  Judge  Barnes  preside.  €ret  M.  Carey 
to  attend.  Let  the  meeting  publish  an  address,  well  drawn,  temperate 
in  language,  but  firm  in  purpose,  and  eloquent  and  animated  in  com- 
position.   This  meeting  will  form  a  nucleus. 

I  do  not  think  that  Mr.  Binns  makes  the  most  of  the  proceedings  in 
the  Virginia  legislature  ag*  the  American  system.§  These  sh*'  form  a 
prominent  topic  in  the  address  and  in  all  friendly  papers  in  Penn*. 
Ton  know,  if  the  present  mongrel  opposition  gets  into  power,  there  is 
an  end,  at  least  a  suspension,  of  that  system  for  a  long  time. 

The  state  of  my  health,  which  is  not  good,  wiU  oblige  me  to  travel 
some  this  spring  and  summer.  I  shall  be  in  Penn*,  but  in  what  parts 
and  at  what  times  I  cannot  now  say.    Let  me  hear  from  yolL 

Your  friend, 

BLCULT. 

Ma.  CaowvnriHixLD. 

•  Binns  was  editor  of  tba  DnmocratU  Frmt  of  Philadelphia,  and  tried  in  vain 
to  indnoe  President  Adams  to  give  him  spoUt.  See  Sumner's  Hf§  qf  Jaek9<m^ 
pp.  lis,  111. 

t  This  paper  seems  to  have  been  lost 

X  That  is,  Domestic  Manof actnres,  Internal  Improvements,  snd  the  Adminis- 
tration. 

§This  refers  to  the  resolations  introdnoed  by  Mr.  Giles  in  the  Tirginia  legis- 
latore  and  passed  early  in  1827,  protesting  against  sny  claim  of  power  by  the 
general  goTcmment  to  make  internal  improTcments  within  the  Jurisdiction  of 
any  State,  or  to  foster  domestic  manafaotnres,  and  also  protesting  sgainst  the 
tariff  sot  of  1824.    See  AUci's  AsgrfsCer,  xxxii.  13B,  187. 
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